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EXECUTIVE SUMMARY 
Flat-ÓÈÁÐÅÄ ÍÁÉÌ ÏÒ ȰÆÌÁÔÓȱ ÒÅÆÅÒÓ ÔÏ ÌÁÒÇÅ ÅÎÖÅÌÏÐÅÓȟ ÍÁÇÁÚÉÎÅÓȟ ÁÎÄ ÏÔÈÅÒ ÆÌÅØÉÂÌÅȟ 
rectangular mail that meet certain criteria.1 Service performance and operational efficiency 
for flats has historically been below that for other types of mail. 
 
Section 206 of the Postal Service Reform Act (PSRA) required the Commission to conduct a 
Flats Operations Study ɉȰ&ÌÁÔÓ 3ÔÕÄÙȱɊ not later than 1 year after enactment of the Act:2 
 

(a) Flats Operations Study.ɂ: 
(1) In General.ɂThe Postal Regulatory Commission, in 
consultation with the Inspector General of the United States 
Postal Service, shall conduct a study toɂ 

(A) comprehensively identify the causes of 
inefficiencies in the collection, sorting, transportation, 
and delivery of Flats; and 
(B) quantify the effects of the volume trends, 
investments decisions, excess capacity, and operational 
inefficiencies of the Postal Service on the direct and 
indirect costs of the Postal Service that are attributable 
to Flats. 

 
4ÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ &ÌÁÔÓ 3ÔÕÄÙ identifies causes of inefficiencies in the collection, sorting, 
transportation, and delivery of flats. In addition, the Flats Study quantifies the effects of the 
volume trends, certain investment decisions, excess capacity, and operational inefficiencies 
of the Postal Service on costs that are attributable to flats. To carry out the Flats Study, the 
Commission collected and reviewed flats data provided by the Postal Service. Commission 
staff also visited Postal Service facilities over a period of 4 months (from July to October of 
2022), visited mailersȭ facilities in November of 2022, contracted with an operations 
expert, and consulted with the Office of Inspector General. 
 
The principal findings of this Flats Study are: 
 
¶ In FY 2022, the cost coverage (revenue divided by attributable cost) for all flats 

products increased. However, unit attributable costs also increased for the majority 
of flats products. 

 
1 A flat-shaped mailpiece must have one dimension that is greater than 6-1/8 inches high or 11-½ inches long or ¼ inch thick and cannot be 
more than 12 inches high x 15 inches long x ¾ inch thick. United States Postal Service, Publication 32, Glossary of Postal Terms, July 1, 2016, 
at 88, available at https://postalpro.usps.com/storages/2016-04/pub32_glossary.pdf. 

2 Postal Service Reform Act of 2022, Pub. L. 117-108, § 206(a), 136 Stat. 1127 (2022), available at 
https://www.congress.gov/117/plaws/publ108/PLAW-117publ108.pdf. 
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¶ Since FY 2010, the total volume of all flats products has decreased by 43.4 percent 
or an average of 4.6 percent annually. 

¶ Six pinch points (as identified by the Commission in previous ACDs) continue to 
contribute to cost and service issues for flats: (1) bundle processing; (2) automated 
processing; (3) manual sorting; (4) allied operations; (5) transportation ; and (6) last 
mile/delivery.  

¶ Reported bundle breakage rates likely underestimate true bundle breakage because 
only bundles that break on bundle sorters are reported; however, bundles break, or 
are treated as if they will  break, during other processing stages. 

¶ Bundle breakage often results in inefficient manual processing of individual flats. 

¶ How bundles are prepared and presented to the Postal Service significantly impacts 
bundle breakage rates. Better coordination between the Postal Service and mailers 
is necessary to improve bundle integrity. 

¶ Due to the lack of machine counts and clocking errors, measurement of both 
workhours and volumes in manual flats sorting are unreliable. The lack of reliable 
volume or workhour data represents a tremendous loss of opportunity to track or 
use this data in any meaningful way. 

¶ Lack of relevant data prevents effective communication between mailers, facility 
staff, and Postal Service Headquarters, inhibit ing corrective action. 

¶ Insufficient data, coupled with  data quality issues, makes it difficult to assess the 
Postal 3ÅÒÖÉÃÅȭÓ ÁÂÉÌÉÔÙ ÔÏ improve flats processing efficiency. 

¶ The Postal Service does not always understand the sources of flats processing 
inefficiencies or track volumes that cause inefficient operations. 

¶ Recent operational plans, such as decommissioning Flats Sequencing System (FSS) 
machines and the creation of sorting and delivery centers (S&DCs), will likely 
impact flats costs. 

 
The PSRA requires the Postal Service, within 6 months, either to develop and implement a 
plan to remedy each inefficiency identified in the Flats Study or else to provide an 
explanation as to why remedying such inefficiency is impracticable. Based on the findings 
of the Flats Study, the Commission provides the following suggestions to the Postal Service 
for consideration as it develops its plan. Specifically, the Postal Service should consider: 
 
¶ Continuing the combination of increasing revenue and reducing costs until unit 

revenue exceeds unit attributable cost for each non-compensatory flats product. 

¶ Continuing to study the causes, impacts, and ways to reduce bundle breakage; 
enhancing the reporting and tracking of bundle irregularities; and working with 
mailers to ensure corrective actions are implemented when irregularities are 
shared. 



Docket No. SS2022-1    - 3 - 
 
 
 

 

¶ Further assessing the quality of its data, particularly as it relates to volume, 
workhours, and productivity, and exploring cost effective ways to improve that 
quality. 

¶ Implementing initiatives to reduce mail processing costs. 

¶ Identify ing mail processing facilities with extreme (unusually high or low) 
productivity values and those with quarterly productivity values based on a large 
number of missing workhours or volume; targeting those sites to improve their 
reporting or explaining why the provided productivity is accurate for a given 
facility. 

¶ Developing an accurate method to track flat-shaped mail that is manually processed. 
Once there is an accurate measurement of such flat-shaped mail, the Postal Service 
should consider developing a specific plan to: (1) continue to decrease the quantity 
of flat-shaped mailpieces processed manually, and (2) achieve a proportional 
reduction in unit mail processing costs for manual operations. 

¶ Including in its plan specific, achievable goals to reduce costs associated with allied 
operations, transportation, and delivery of flats. 

¶ Quantifying the impact of any initiatives on costs to ensure its efforts are effective. 

 
The Commission will continue to work with the Postal Service and the postal community to 
address these challenges. 
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CHAPTER I. PURPOSE AND SCOPE OF THE 
FLATS STUDY 

A. Section 206 of the Postal Service Reform 
Act of 2022 

Section 206 of the PSRA requires the Commission, in consultation with the Inspector 
General of the United States Postal Service, to conduct a Flats Operations Study (Flats 
Study). Pub. L. No. 117-108, § 206(a)(1), 136 Stat. 1127, 1148 (2022). A report on the 
ÆÉÎÄÉÎÇÓ ÏÆ ÔÈÅ ÓÔÕÄÙ ÉÓ ÄÕÅ ÔÏ #ÏÎÇÒÅÓÓ ÁÎÄ ÔÈÅ 0ÏÓÔÍÁÓÔÅÒ 'ÅÎÅÒÁÌ ȰɍÎɎÏÔ ÌÁÔÅÒ ÔÈÁÎ ÏÎÅ 
ÙÅÁÒ ÁÆÔÅÒ ÔÈÅ ÄÁÔÅ ÏÆ ÔÈÅ ÅÎÁÃÔÍÅÎÔ ÏÆ ÔÈÉÓ !ÃÔȢȱ Id. § 206(a)(3). In accordance with this 
statutory requirement, the report is due by April 6, 2023. 
 
The Flats Study includes two major parts. The first part involves analytical research and 
ÅÍÐÉÒÉÃÁÌ ÓÔÕÄÉÅÓ ÔÏ ȰÃÏÍÐÒÅÈÅÎÓÉÖÅÌÙ ÉÄÅÎÔÉÆÙ ÔÈÅ ÃÁÕÓÅÓ ÏÆ ÉÎÅÆÆÉÃÉÅÎÃÉÅÓ ÉÎ ÔÈÅ ÃÏÌÌÅÃÔÉÏÎȟ 
ÓÏÒÔÉÎÇȟ ÔÒÁÎÓÐÏÒÔÁÔÉÏÎȟ ÁÎÄ ÄÅÌÉÖÅÒÙ ÏÆ &ÌÁÔÓȢȱ Id. § 206(a)(1)(A). The second part involves 
ÆÏÒÍÁÌ ÄÁÔÁ ÁÎÄ ÑÕÁÎÔÉÔÁÔÉÖÅ ÁÎÁÌÙÓÉÓ ÔÏ ȰÑÕÁÎÔÉÆÙ ÔÈÅ ÅÆÆÅÃÔÓ ÏÆ ÔÈÅ ÖÏÌÕÍÅ ÔÒÅÎÄÓȟ 
investment decisions, excess capacity, and operational inefficiencies of the Postal Service 
on the direct and indirect costs of the PÏÓÔÁÌ 3ÅÒÖÉÃÅ ÔÈÁÔ ÁÒÅ ÁÔÔÒÉÂÕÔÁÂÌÅ ÔÏ &ÌÁÔÓȢȱ Id. 
§ 206(a)(1)(B). 
 
The Commission consulted with the USPS Office of Inspector General (OIG) through review 
of OIG audits related to manual processing, discussions regarding site visits, and periodic 
dialogue related to preliminary findings . 

B. Summary of the Report 
In the Executive Summary, the Commission presents its findings from the study in this 
report. In Chapter II, the Commission discusses the financial performance of flats since 
FY 2008 and summarizes actions taken by the Commission to increase transparency and 
assist the Postal Service in developing a comprehensive plan to improve flats service 
performance and cost coverage. 
 
In Chapter III , the Commission analyzes common causes of inefficiencies in flats operations, 
using data provided by the Postal Service and observations from facility visits. The 
Commission also provides newly identified causes of inefficiencies and describes the 
impact of facility management decisions on efficiency. 
 
In Chapter IV, the Commission analyzes the impact of different factors on flats costs. The 
Commission reviews volume trends, excess capacity, and operational factors. The 
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Commission also analyzes flats costs for categories such as mail processing, delivery, and 
transportation. 
 
"ÁÓÅÄ ÏÎ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÁÎÁÌÙÓÉÓȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÐÒÏÖÉÄÅÓ ÒÅÃÏÍÍÅÎÄÁÔÉÏÎÓ ÉÎ 
Chapter V for the Postal Service to consider as it  develops its plan to remedy these issues. 
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CHAPTER II. BACKGROUND 
This chapter provides a brief history of the financial performance of flat-shaped mail and 
summary of Commission flats rules and directives.3 

A. Flats Volume and Financial Performance 

1. Financial Performance in FY 2021-FY 2022 
 

The Postal Service has eight mail products that consist of more than 80 percent flat-shaped 
mail (flats products).4 As Figure II-1 shows, in FY 2021, five of these flats products did not 
generate sufficient revenue to cover their attributable costs:5 First-Class Mail Flats, USPS 
Marketing Mail Flats, USPS Marketing Mail Carrier Route, Outside County Periodicals, and 
In-#ÏÕÎÔÙ 0ÅÒÉÏÄÉÃÁÌÓȢ 4ÈÅÓÅ ÐÒÏÄÕÃÔÓ ÁÒÅ ÃÏÎÓÉÄÅÒÅÄ ȰÎÏÎ-compensatory,ȱ ×ÈÉÌÅ ÐÒÏÄÕÃÔÓ 
whose revenues cover their attributable costs are ÃÏÎÓÉÄÅÒÅÄ ȰÃÏÍÐÅÎÓÁÔÏÒÙȢȱ 
 

Figure II-1 
Compensatory and Non-Compensatory Flats Products, FY 20216 

 

 
  

 
3 ¢ƘŜ /ƻƳƳƛǎǎƛƻƴ ǳǎŜǎ ǘƘŜ ǘŜǊƳǎ άŦƭŀǘǎΣέ άŦƭŀǘ-ǎƘŀǇŜŘ ƳŀƛƭΣέ ŀƴŘ άŦƭŀǘǎ ǇǊƻŘǳŎǘǎέ ƛƴǘŜǊŎƘŀƴƎŜŀōƭȅ ǘƘǊƻǳƎƘƻǳǘ ǘƘƛǎ ǊŜǇƻǊǘΦ 

4 These flats products span four Market Dominant mail classes: First-Class Mail, USPS Marketing Mail, Periodicals, and Package Services. See 
Figure II-1. 

5 Prior to FY 2017, attributable cost of a product was defined as the sum of volume variable cost plus product specific cost. Due to 
methodological changes in FY 2017, attributable cost is now presented as the sum of άvolume variable and product specific cost, plus the 
ǇǊƻŘǳŎǘΩǎ ƛƴŦǊŀƳŀǊƎƛƴŀƭ Ŏƻǎǘ ŎŀƭŎǳƭŀǘŜŘ ŀǎ ǇŀǊǘ ƻŦ ǘƘŜ ŜǎǘƛƳŀǘƛƻƴ ƻŦ ǘƘŜ ǇǊƻŘǳŎǘΩǎ ƛƴŎǊŜƳŜƴǘŀƭ ŎƻǎǘΦέ Docket No. ACR2017, United States Postal 
FY 2017 Annual Compliance Report, December 29, 2017, at 4 (FY 2017 ACR). Computationally, the attributable cost of each individual product 
should match the incremental cost of the same product. Id. 

6 Source: Docket No. ACR2021, Annual Compliance Determination, March 29, 2022, at 229 (FY 2021 ACD). 

Compensatory Flats Products

USPS Marketing Mail:

High Density and Saturation Flats and Parcels

Every Door Direct MailτRetail

Package Services:

Bound Printed Matter Flats

Non-Compensatory Flats Products

First-Class Mail

Flats

USPS Marketing Mail

Carrier Route

Flats

Periodicals

In-County

Outside County
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In FY 2022, the cost coverage (revenue divided by attributable cost) of all flats products 
increased. See Table II-1. In FY 2021, new rate authorities were introduced that allowed the 
Postal Service more pricing flexibility.7 Since many of the rate increases that used these 
new authorities were not implemented until the end of FY 2021, their  impact on the cost 
coverage of flats products did not occur until FY 2022. In the instant report, a product is 
classified as non-compensatory if its revenue did not cover its attributable  cost in FY 2021 
(the year prior to the issuance of the PSRA). For this reason, First-Class Mail Flats is among 
non-compensatory products even though the product was compensatory in FY 2022 and in 
all the PAEA years prior to FY 2021. 
 

Table II-1 
Cost Coverage of Flats Products, FY 2021ςFY 20228 

 

 

   

FY 2021 FY 2022 Change 

C
o

m
p

e
n

sa
to

ry USPS Marketing Mail Every Door Direct MailτRetail 248.3% 263.9% 15.6% 

USPS Marketing Mail High Density and Saturation Flats and Parcels 125.4% 132.5% 7.0% 

Package Services Bound Printed Matter Flats 117.3% 124.7% 7.4% 

N
o

n-
C

o
m

p
e

n
sa

to
ry 

First-Class Mail Flats 98.9% 108.8% 9.9% 

USPS Marketing Mail Carrier Route 94.6% 99.4% 4.8% 

USPS Marketing Mail Flats 60.3% 66.7% 6.4% 

Outside County Periodicals 53.9% 61.9% 8.1% 

In-County Periodicals 45.0% 49.1% 4.1% 

Note: All numbers in all tables are rounded. 

 
Cost coverage improved for each flats product in FY 2022. However, as shown in Table II-2, 
the unit attributable costs have also increased for all but three flats products: (1) USPS 
Marketing Mail Every Door Direct MailɂRetail (EDDM-R), (2) Outside County Periodicals; 
and (3) In-County Periodicals. Therefore, part of the overall improvement in cost coverage 
is due to an increase in revenue rather than a decrease in attributable cost, and therefore 
primarily due to the new rate authorities. In addition, as shown in Section IV.B.2., the 
repeal of the requirement that USPS annually prepay future retirement health benefits has 

 
7 See Docket No. RM2017-3, Order Adopting Final Rules for the System of Regulating Rates and Classes for Market Dominant Products, 
November 30, 2020 (Order No. 5763). 

8 Source: See Docket No. ACR2021, Library Reference USPS-FY21-1, Public Cost and Revenue Analysis (PCRA) Report, December 29, 2021, PDF 
ŦƛƭŜ ά¦{t{-FY21-м tǊŜŦŀŎŜΦ/w!ΦwŜǇƻǊǘΦǇŘŦέ(FY 2021 Public CRA Report); Docket No. ACR2022, Library Reference USPS-FY22-1, Public Cost and 
Revenue Analysis Report (PCRA), December 29, 2022, t5C ŦƛƭŜ ά¦{t{-FY22-1 Preface.PCRA.Report.pdfέ (FY 2022 Public CRA Report). 
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had a one-time exogenous effect of dampening increases in unit attributable cost in 
FY 2022. 
 

Table II-2 
Unit Attributable Costs ($) of Flats Products, FY 2021ςFY 20229 

 

 FY 2021 FY 2022 % Change 

C
o

m
p

e
n

sa
to

ry USPS Marketing Mail Every Door Direct MailτRetail 0.078 0.075 -3.0% 

USPS Marketing Mail High Density and Saturation Flats and Parcels 0.143 0.143 0.3%10 

Package Services Bound Printed Matter Flats 0.658 0.696 5.7% 

N
o

n-
C

o
m

p
e

n
sa

to
ry 

First-Class Mail Flats 1.326 1.340 1.0% 

USPS Marketing Mail Carrier Route 0.286 0.306 7.0% 

USPS Marketing Mail Flats 0.717 0.722 0.7% 

Outside County Periodicals 0.514 0.494 -3.9% 

In County Periodicals 0.242 0.241 -0.3% 

 

2. Financial Performance Over PAEA Era11 
Prior to the new rate authorities, the cost coverage of both compensatory flats products 
and non-compensatory flats products had been falling consistently since FY 2016. This is 
shown in Figure II-2 and Figure II-3. 
  

 
9 Source: See FY 2021 Public CRA Report; FY 2022 Public CRA Report. 

10 While the dollar-denominated unit attributable cost for USPS Marketing Mail High Density and Saturation Flats and Parcels does not appear 
to change, this is only due to rounding all unit costs to three digits. 

11 άt!9! 9Ǌŀέ ǊŜŦŜǊǎ ǘƻ ǘƘŜ ǇŜǊƛƻŘ ƻŦ ǘƛƳŜ impacted by the enactment of the Postal Accountability and Enhancement Act (PAEA) in 2006. See 
Pub. L. 109-435, 120 Stat. 3198 (2006). Since most key PAEA provisions were implemented in December 2007, this report ǊŜŦŜǊǎ ǘƻ άt!9! 9Ǌŀέ 
as FY 2008 through FY 2022. 
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Figure II-2 
Cost Coverage of Compensatory Flats Products, FY 2008ςFY 202212 

 

Note: EDDM-R was introduced in FY 2013 so there is no data prior to this year. 

  

 
12 Source: See Docket No. ACR2022, Library Reference PRC-LR-ACR2022-1, March 29, 2023; Docket No. ACR2021, Library Reference PRC-LR-
ACR2021-1, March 29, 2022; Docket No. ACR2020, Library Reference PRC-LR-ARC2020-1, March 29, 2021; Docket No. ACR2019, Library 
Reference PRC-LR-ACR2019-1, March 25, 2020; Docket No. ACR2018, Library Reference PRC-LR-ARC2018-1, April 12, 2019; Docket No. 
ACR2017, Library Reference PRC-LR-ACR2017-1, March 29, 2018; Docket No. ACR2016, Library Reference PRC-LR-ACR2016/1, March 28, 2017; 
Docket No. ACR2015, Library Reference PRC-LR-ACR2015-1, March 28, 2016; Docket No. ACR2014, Library Reference PRC-LR-ARC2014-1, March 
27, 2015; Docket No. ACR2013, Library Reference PRC-ACR2013-LR1, March 27, 2014; Docket No. ACR2012, Library Reference PRC-ARC2012-LR-
1, March 28, 2013; Docket No. ACR2011, Library Reference PRC-ACR2011-LR-1, March 28, 2012; Docket No. ACR2010, Library Reference PRC-
ARC2010-LR-1, March 29, 2011; Docket No. ACR2009, Library Reference PRC-ACR2009-LR-1, March 29, 2010; Docket No. ACR2008, Library 
Reference PRC-ARC2008-LR-1, March 30, 2009. 
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Figure II-3 
Cost Coverage of Non-Compensatory Flats Products, FY 2008ςFY 202213 

 

 
 
Both First-Class Mail Flats and Carrier Route Flats were compensatory until recently. 
First-Class Mail Flats became non-compensatory for the first time in FY 2021, while Carrier 
Route Flats has not covered its cost since FY 2019. With the new rate authorities, the cost 
coverage for First-Class Mail Flats improved to 108.8 percent and the cost coverage for 
Carrier Route Flats improved to 99.4 percent in FY 2022. 
 
USPS Marketing Mail Flats and both Periodicals products have not covered their 
attributable costs since FY 2008. The cost coverage of these products had been relatively 
steady from FY 2010 through FY 2016 (around 82 percent for USPS Marketing Mail Flats 
and 75 percent for each Periodicals product) but steadily declined since FY 2016 until the 
new rate authorities were exercised in FY 2021. 
 
While cost coverage highlights Á ÐÒÏÄÕÃÔȭÓ individual performance, the ÐÒÏÄÕÃÔȭÓ overall 
contribution  to institutional costs (contribution)  provides insight to its importance in the 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÆÉÎÁÎÃÉÁÌ positionȢ ! ÐÒÏÄÕÃÔȭÓ overall contribution is defined as the 
ÐÒÏÄÕÃÔȭÓ total revenue minus its total attributable cost. For example, USPS Marketing Mail 

 
13 Source: See Docket No. ACR2022, Library Reference PRC-LR-ARC2022-1; Docket No. ACR2021, Library Reference PRC-LR-ACR2021-1; Docket 
No. ACR2020, Library Reference PRC-LR-ARC2020-1; Docket No. ACR2019, Library Reference PRC-LR-ACR2019-1; Docket No. ACR2018, Library 
Reference PRC-LR-ARC2018-1; Docket No. ACR2017, Library Reference PRC-LR-ACR2017-1; Docket No. ACR2016, Library Reference PRC-LR-
ACR2016/1; Docket No. ACR2015, Library Reference PRC-LR-ACR2015-1; Docket No. ACR2014, Library Reference PRC-LR-ARC2014-1; Docket No. 
ACR2013, Library Reference PRC-ACR2013-LR1; Docket No. ACR2012, Library Reference PRC-ARC2012-LR-1; Docket No. ACR2011, Library 
Reference PRC-ACR2011-LR-1; Docket No. ACR2010, Library Reference PRC-ARC2010-LR-1; Docket No. ACR2009, Library Reference PRC-
ACR2009-LR-1; Docket No. ACR2008, Library Reference PRC-ARC2008-LR-1. 
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EDDM-R consistently has higher cost coverage than other flats products. However, because 
both the unit attributab le cost and the price are low, the unit contribution is low . This, 
coupled with  low volume results in a small overall contribution.  Similarly, the Bound 
Printed Matter (BPM) Flats product is covering its attributable  cost but has a very low 
contribution. The only flats product that has a significant positive contribution is USPS 
Marketing Mail High Density and Saturation Flats and Parcels. 
 
As shown in Figure II-4, the total contribution of all flats products has been negative since 
FY 2018.14 This appears to be largely due to a decline in the overall contribution of 
First-Class Mail Flats and Carrier Route Flats as their volumes fall. Until recent years, both 
of these products had a significant positive contribution. In FY 2008, First-Class Mail Flats 
and Carrier Route Flats together had a positive contribution of more than $2.4 billion, 
which helped generate a net positive contribution of more than $3.1 billion for overall flats 
products. The net negative contribution of flats products in the last five years is also due to 
an increase in the negative contribution of USPS Marketing Mail Flats and Outside County 
Periodicals. At its lowest point in FY 2021, flats products had a net negative contribution of 
more than $1.29 billion. In FY 2022, there was a significant improvement in flats 
contribution, which cut the net negative contribution of flats products to $614 million. 
  

 
14 The numbers above the bars represent the total contribution of all flats products for a given fiscal year. 
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Figure II-4 
Combined Contribution of Flats Products, FY 2008ςFY 202215 

 

 
 
The decline in contribution is, in large part, driven by both a steady decline in total volume 
and an increase in unit attributable cost. See Figure II-5. Unit cost in this figure has been 
adjusted for inflation using FY 2021 as the base year. Total volume of all flats products has 
fallen by approximately 4 to 6 percent on average each year since FY 2016, except between 
FY 2019 and FY 2020, when volume fell by 14 percent. See Figure II-5. 
 
Total unit attributable cost for all flats products combined has been steadily increasing 
since FY 2014, even when adjusted for inflation.16 
  

 
15 Source: See Docket No. ACR2022, Library Reference PRC-LR-ARC2022-1; Docket No. ACR2021, Library Reference PRC-LR-ACR2021-1; Docket 
No. ACR2020, Library Reference PRC-LR-ARC2020-1; Docket No. ACR2019, Library Reference PRC-LR-ACR2019-1; Docket No. ACR2018, Library 
Reference PRC-LR-ARC2018-1; Docket No. ACR2017, Library Reference PRC-LR-ACR2017-1; Docket No. ACR2016, Library Reference PRC-LR-
ACR2016/1; Docket No. ACR2015, Library Reference PRC-LR-ACR2015-1; Docket No. ACR2014, Library Reference PRC-LR-ARC2014-1; Docket No. 
ACR2013, Library Reference PRC-ACR2013-LR1; Docket No. ACR2012, Library Reference PRC-ARC2012-LR-1; Docket No. ACR2011, Library 
Reference PRC-ACR2011-LR-1; Docket No. ACR2010, Library Reference PRC-ARC2010-LR-1; Docket No. ACR2009, Library Reference PRC-
ACR2009-LR-1; Docket No. ACR2008, Library Reference PRC-ARC2008-LR-1. 

16 This trend does not continue in FY 2022. From FY 2021 to FY 2022, unit attributable cost for all flats products combined increased by only 
0.11 cents in nominal terms, which was a 2.5 cent decrease in real terms (due to a 7.9 percent inflation rate). 
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Figure II-5 
Total Flats Volume and Unit Attributable Cost, FY 2008ςFY 202217 

 

 
 
Table II-3 provides the percent change in volume since FY 2010 for each flats product 
individually , groups of compensatory and non-compensatory flats products, and total 
volume of all flats products combined. Since FY 2010, the total volume of all flats products 
combined has decreased by 43.4 percent, or an average of 4.6 percent annually.18 
Compensatory flats products have had a 19.7 percent decline in volume since FY 2010 
compared to the 54.7 percent decline in volume of non-compensatory flats products. This is 
because USPS Marketing Mail High Density and Saturation Flats and Parcels, which only 

 
17 Source: Commission calculations using data from FY 2022 Public CRA Report; FY 2021 Public CRA Report; Docket No. ACR2020, Library 
Reference USPS-FY20-1, Public Cost and Revenue Analysis (PCRA) Report, December 29, 2020Σ t5C ŦƛƭŜ ά¦{t{-FY20-м tǊŜŦŀŎŜΦ/w!ΦwŜǇƻǊǘΦǇŘŦέ 
(FY 2020 Public CRA Report); Docket No. ACR2019, Library Reference USPS-FY19-1, Public Cost and Revenue Analysis (PCRA) Report, December 
27, 2019Σ t5C ŦƛƭŜ ά¦{t{-FY19-мΦǇŘŦέ (FY 2019 Public CRA Report); Docket No. ACR2018, Library Reference USPS-FY18-1, Public Cost and 
Revenue Analysis (PCRA) Report, December 28, 2018Σ t5C ŦƛƭŜ ά¦{t{-FY18-м ǇŘŦέ (FY 2018 Public CRA Report); Docket No. ACR2017, Library 
Reference USPS-FY17-1, Public Cost and Revenue Analysis (PCRA) Report, December 29, 2017Σ t5C ŦƛƭŜ ά¦{t{-FY17-м tǊŜŦŀŎŜΦǇŘŦέ (FY 2017 
Public CRA Report); Docket No. ACR2016, Library Reference USPS-FY16-1, Public Cost and Revenue Analysis (PCRA) Report, December 29, 2016, 
t5C ŦƛƭŜ ά¦{t{-FY16-м tǊŜŦŀŎŜΦǇŘŦέ (FY 2016 Public CRA Report); Docket No. ACR2015, Library Reference USPS-FY15-1, Public Cost and Revenue 
Analysis (PCRA) Report, December 29, 2015Σ t5C ŦƛƭŜ ά¦{t{-FY15-1 PrefaceΦǇŘŦέ (FY 2015 Public CRA Report); Docket No. ACR2014, Library 
Reference USPS-FY14-1, Public Cost and Revenue Analysis (PCRA) Report, December 29, 2014Σ t5C ŦƛƭŜ ά¦{t{-FY14-1.PrefaceΦǇŘŦέ (FY 2014 
Public CRA Report); Docket No. ACR2013, Library Reference USPS-FY13-1, Public Cost and Revenue Analysis (PCRA) Report, December 27, 2013, 
PDF file άPreface.FY13-1.Public.CRA.Rev.2-6-14.ǇŘŦέ (FY 2013 Public CRA Report); Docket No. ACR2012, Library Reference USPS-FY12-1, Public 
Cost and Revenue Analysis (PCRA) Report, December 28, 2012Σ t5C ŦƛƭŜ άREV_USPS-FY12-1.tǊŜŦŀŎŜΦǇŘŦέ (FY 2012 Public CRA Report); Docket 
No. ACR2011, Library Reference USPS-FY11-1, Public Cost and Revenue Analysis (PCRA) Report, December 29, 201мΣ t5C ŦƛƭŜ ά¦{t{-FY11-мΦǇŘŦέ 
(FY 2011 Public CRA Report); Docket No. ACR2010, Library Reference USPS-FY10-1, Public Cost and Revenue Analysis (PCRA) Report, December 
29, 2010, document ά¦{t{-FY10-1.docέ (FY 2010 Public CRA Report); Docket No. ACR2009, Library Reference USPS-FY09-1, Public Cost and 
Revenue Analysis (PCRA) Report, December 29, 2009, document ά¦{t{-FY09-1.docέ (FY 2009 Public CRA Report); Docket No. ACR2008, Library 
Reference USPS-FY08-1, Public Cost and Revenue Analysis (PCRA) Report, December 29, 2008, document ά¦{t{-FY08-1.docέόC¸ нл08 Public 
CRA Report); U.S. Department of Labor, U.S. Bureau of Labor Statistics, available at https://www.bls.gov. 

18 This calculation includes FY 2013 EDDM-R volumes in FY 2010 total flats volume since EDDM-R was not introduced until FY 2013. 
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had a decline of 17 percent, makes up the majority of the volume of compensatory flats. 
The volume of non-compensatory flats is not significantly determined by a single product. 
The volumes of all flats products, other than USPS Marketing Mail High Density and 
Saturation Flats and Parcels have decreased at least 37 percent since FY 2010. USPS 
Marketing Mail Flats experienced the largest decline in volume (62.0 percent since FY 
2010). See Table II-3. 
 
In FY 2010, the cumulative volume of the five non-compensatory products was more than 
twice as much as the total volume of the three compensatory products. See Table II-3. By 
FY 2022, however, the cumulative volume of the non-compensatory flats had substantially 
declined, and the volume share of these products was only 18 percent higher than that of 
compensatory flats products.19 Section IV.A.1. focuses on the volume and unit cost trends of 
non-compensatory flats because this decline in volume is dramatic, and these flats products 
collectively had a negative contribution of more than $1.7 billion in FY 2021.20 

 
19 Note that while volume mix has shifted toward άcompensatoryέ flats products, the products are categorized by whether they were 
compensatory or non-compensatory in FY 2021. This means that First-Class Mail Flats and Carrier Route Flats, which were compensatory until 
recent years, are included in the non-compensatory group in this discussion. Because of this, a shift ƻŦ ǾƻƭǳƳŜ ƳƛȄ ǘƻǿŀǊŘ άŎƻƳǇŜƴǎŀǘƻǊȅέ 
products did not improve contribution, especially combined with unit attributable cost increases in both non-compensatory and compensatory 
flats products. 

20 Commission calculations using data from Docket No. ACR2021, Library Reference PRC-LR-ACR2021-1, March 29, 2022, folder άPRC-LR-
ACR2021-мΣέ EȄŎŜƭ ŦƛƭŜ άFY21 Summary LR-1.xlsx, ǘŀō ά¢ƻǘŀƭ !ƭƭ aŀƛƭ ό!ǇǇŜƴŘƛȄ !ύ,έ cells E23, E30, E32 E39, E40. 
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Table II-3 
Volume by Product, FY 2010 and FY 202221 

 

 

   

FY 2010 FY 2022 % Change 

C
o

m
p

e
n

sa
to

ry 

USPS Marketing Mail Every Door Direct MailτRetail22 974,774,141 512,153,287 -47.0% 

USPS Marketing Mail High Density and Saturation 
Flats and Parcels 

11,363,444,416 9,440,570,824 -17.0% 

Package Services Bound Printed Matter Flats 229,751,608 137,776,384 -40.0% 

Total Compensatory 12,567,970,165 10,090,500,495 -19.7% 

N
o

n-
C

o
m

p
e

n
sa

to
ry 

First-Class Mail Flats 2,483,991,704 1,091,016,219 -56.0% 

USPS Marketing Mail Carrier Route 9,473,616,956 4,718,228,310 -50.0% 

USPS Marketing Mail Flats 7,067,654,358 2,693,530,387 -62.0% 

Outside County Periodicals 6,574,014,264 2,965,609,879 -55.0% 

In County Periodicals 695,455,322 434,754,069 -37.0% 

Total Non-Compensatory 26,294,732,604 11,903,138,864 -54.7% 

Total Flats 38,862,702,769 21,993,639,359 -43.4% 

 
Table II-4 provides nominal unit attributable costs for non-compensatory flats products for 
FY 2010 and FY 2022. For comparison, the cumulative change in inflation from FY 2010 to 
FY 2022 was approximately 32 percent.23 Collectively, the unit attributable cost of non-
compensatory flats products has increased by 51.3 percent while volume decreased by 
54.7 percent. Section IV.A.1. includes a more detailed discussion of volumes and unit 
attributable costs of individual non-compensatory flats products. Section IV.B. includes a 
detailed analysis of flats unit costs (overall and for each non-compensatory product) in 
mail processing, transportation , and delivery functional categories. 
  

 
21 Source: Commission calculations using data from FY 2010 Public CRA Report and FY 2022 Public CRA Report for all products but one. For USPS 
Marketing Mail EDDM-R, the Commission uses data from FY 2013 Public CRA Report (since the FY 2013 was the first year when the product was 
introduced) and FY 2022 Public CRA Report. 

22 For USPS Marketing Mail EDDM-R, this row represents FY 2013 volumes and percent change since FY 2013. 

23 Commission calculations using data from the U.S. Department of Labor, U.S. Bureau of Labor Statistics, available at https://www.bls.gov. 
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Table II-4 
Nominal Unit Attributable Cost ($) of Non-Compensatory Flats Products, 

FY 2010 and FY 202224 
 

 

    

FY 2010 FY 2022 Change % Change 

N
o

n-
C

o
m

p
e

n
sa

to
ry 

First-Class Mail Flats 0.865 1.340 0.475 55.0% 

USPS Marketing Mail Carrier Route 0.165 0.306 0.140 84.9% 

USPS Marketing Mail Flats 0.448 0.722 0.274 61.1% 

Outside County Periodicals 0.364 0.494 0.130 35.9% 

In County Periodicals 0.142 0.241 0.099 70.1% 

Total Non-Compensatory Flats 0.357 0.539 0.183 51.3% 

 

B. Flats Commission Rules and Directives 
)Î ÁÎÁÌÙÚÉÎÇ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÈÁÌÌÅÎÇÅÓ ÉÎ ÐÒÏÃÅÓÓÉÎÇ ÁÎÄ ÄÅÌÉÖÅÒÉÎÇ ÆÌÁÔÓ ÐÒÏÆÉÔÁÂÌÙ 
during the PAEA era, the Commission issued various recommendations, directives, 
reporting requirements, and rules to increase transparency and assist the Postal Service in 
developing a comprehensive plan to improve flats service performance and cost coverage. 

1. ACD Recommendations & Directives 
Since 2009, the Commission has consistently recommended in its ACDs that the Postal 
Service improve the financial performance of flats.25 In addition, the Commission has 
directed the Postal Service to provide information regarding operational changes for flats 
designed to reduce costs and improve costing methodologies in both Periodicals and USPS 
Marketing Mail Flats.26 

 
24 Source: Commission calculations using data from FY 2010 Public CRA Report and FY 2022 Public CRA Report. 

25 See Docket No. ACR2008, Annual Compliance Determination, March 30, 2009, at 54, 58-60 (FY 2008 ACD); Docket No. ACR2009, Annual 
Compliance Determination, March 29, 2010, at 65, 75, 87-89 (FY 2009 ACD); Docket No. ACR2010, Annual Compliance Determination, March 29, 
2011, at 93-94, 103-07 (FY 2010 ACD); Docket No. ACR2011, Annual Compliance Determination, March 28, 2012, at 106, 117-19 (FY 2011 ACD); 
Docket No. ACR2012, Annual Compliance Determination, March 28, 2013, at 89, 92-97, 109-16 (FY 2012 ACD); Docket No. ACR2013, Annual 
Compliance Determination, March 27, 2014, at 44-45, 53-55 (FY 2013 ACD); Docket No. ACR2014, Annual Compliance Determination, March 27, 
201, at 40-41, 47-48 (FY 2014 ACD). 

26 The Commission also directed the Postal Service to make efforts to improve service performance for flats and explain why other efforts have 
not been effective. See FY 2014 ACD at 109. 
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a. USPS Marketing Mail Flats27 

In the FY 2010 ACD, after 3 years of increasing negative contribution from USPS Marketing 
Mail Flats, the Commission determined that USPS Marketing Mail Flats prices in effect in 
FY 2010 did not comply with 39 U.S.C. § 101(d), and directed the Postal Service to increase 
the cost coverage of the USPS Marketing Mail Flats product through a combination of cost 
reductions and above-average price adjustments, consistent with the price cap 
requirements, until such time that revenues exceed attributable costs. FY 2010 ACD at 106. 
In addition, the Postal Service was directed to provide in each of its subsequent Annual 
Compliance Reports (ACRs) the following information: (1) a description of operational 
changes designed to reduce flats costs in the previous fiscal year and an estimation of the 
financial effect of such changes; (2) a description of all costing methodology or 
measurement improvements made in the previous fiscal year and estimated financial 
effects of such changes; (3) a statement summarizing the historical and current fiscal year 
subsidy of each flats product; and (4) the estimated timeline for phasing out this subsidy. 
IdȢ ÁÔ ρπχȢ #ÏÎÓÉÓÔÅÎÔ ×ÉÔÈ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÄÉÒÅÃÔÉÖÅȟ ÉÎ ÓÕÂÓÅÑÕÅÎÔ Market Dominant 
price adjustments, the Postal Service was required to report the following information: (1) 
an explanation of how the proposed prices will move the flats cost coverage toward 100 
percent; and (2) a statement estimating the effect that the proposed prices will have in 
reducing the subsidy of the flats product.28 
 
In its FY 2012, FY 2013, and FY 2014 ACDs, the Commission found that the Postal Service 
had made progress towards addressing the issues raised in the FY 2010 ACD and 
concluded that no additional remedial actions beyond those prescribed in the FY 2010 
directive were required.29 
 
Cost coverage remained an issue for USPS Marketing Mail Flats. During FY 2015, the 
Commission stated that the Postal Service took several steps to address the continuing cost 
coverage shortfall, such as above-consumer price index (CPI) price increases and 
operational initiatives to reduce costs.30 However, the Commission found that the Postal 
Service did not fully comply with the FY 2010 directive and directed the Postal Service to 
continue to propose above-average price increases, reduce cost, and provide the required 
documentation of those efforts in future ACRs. FY 2015 ACD at 64. The Commission also 
recommended that the Postal Service take further action by preparing a report on flats. Id. 
 

 
27 USPS Marketing Mail was previously known as Standard Mail. It was renamed on April 3, 2017. See 81 Fed. Reg. 93606 (Dec. 21, 2016). 

28 IdΦ ¢ƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜ ŀǇǇŜŀƭŜŘ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ C¸ нлмл !/5 ŦƛƴŘƛƴƎǎ ŀƴŘ ŘƛǊŜŎǘƛǾŜΦ See USPS v. Postal Regul. /ƻƳƳΩƴ, 676 F.3d 1105 (D.C. 
/ƛǊΦ нлмнύΦ !ƭǘƘƻǳƎƘ ǘƘŜ ŎƻǳǊǘ ǊŜƧŜŎǘŜŘ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŎƻƴǘŜƴǘƛƻƴ ǘƘŀǘ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ ŀŎǘŜŘ ƻǳǘǎƛŘŜ ǘƘŜ ǎŎƻǇŜ ƻŦ its statutory authority, 
the court remanded the case to the Commission άŦƻǊ ŀ ŘŜŦƛƴƛǘƛƻƴ ƻŦ ǘƘŜ ŎƛǊŎǳƳǎǘŀƴŎŜǎ ǘƘŀǘ ǘǊƛƎƎŜǊ ώǎŜŎǘƛƻƴϐ млмόŘύΩǎ ŦŀƛƭǎŀŦŜ ǇǊƻǘŜŎǘƛƻƴΣ ŀƴŘ ŦƻǊ 
an explanation of why the particular remedy imposed here is appropriate to ameliorate ǘƘŀǘ ŜȄǘǊŜƳƛǘȅΦΧέ USPS, 676 F.3d at 1109. In response, 
the Commission issued Order No. 1427, clarifying that its analysis of the circumstances that would trigger 39 U.S.C. § 101(d) depended on the 
totality of circumstances. Docket No. ACR2010-R, Order on Remand, August 9, 2012, at 4 (Order No. 1427). 

29 See FY 2012 ACD at 116; FY 2013 ACD at 54; FY 2014 ACD at 47. 

30 Docket No. ACR2015, Annual Compliance Determination, March 28, 2016, at 63 (FY 2015 ACD). 
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As cost coverage continued to decline in FY 2018, FY 2019, and FY 2020, the Commission 
again found USPS Marketing Mail Flats to be in violation of 39 U.S.C. § 101(d) and directed 
the Postal Service propose above-average price increases for USPS Marketing Mail Flats in 
applicable price adjustment proceedings.31 

b. Periodicals 

Like USPS Marketing Mail Flats, the Periodicals class (which includes two products that are 
both flats) has consistently failed to cover cost, and the Commission has repeatedly 
encouraged the Postal Service to improve Periodicals cost coverage.32 In FY 2010, the 
Commission worked with the Postal Service to produce the Periodicals Mail Study,33 in 
which the Commission and the Postal Service described initiatives designed to reduce the 
cost of flats, including, among others, reducing bundle breakage, enhancing pallet integrity, 
and lowering transportation costs. For a complete discussion of the initiatives , please see 
Periodicals Mail Study at 81-99. 
 
However, the trend of Periodicals failing to cover cost continued with the Commission later 
ÆÉÎÄÉÎÇ ÔÈÁÔ ȰÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÎÅÅÄɍÅÄɎ ÔÏ ÔÁËÅ ÆÕÒÔÈÅÒ ÁÃÔÉÏÎ ÔÏ ÒÅÖÅÒÓÅ 0ÅÒÉÏÄÉÃÁÌÓ 
ÎÅÇÁÔÉÖÅ ÎÅÔ ÒÅÖÅÎÕÅ ÔÒÅÎÄȢȱ &9 ςπρς !#$ ÁÔ ρψȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÄÉÒÅÃÔÅÄ ÔÈÅ Postal 
3ÅÒÖÉÃÅ ÔÏ ȰÌÅÖÅÒÁÇÅ ÉÔÓ ÐÒÉÃÉÎÇ ÆÌÅØÉÂÉÌÉÔÙ ÔÏ ÉÍÐÒÏÖÅ 0ÅÒÉÏÄÉÃÁÌÓ ÂÕÎÄÌÅ ÁÎÄ ÃÏÎÔÁÉÎÅÒ 
pricing to incent more efficient mailer preparation and increase contribution from 
0ÅÒÉÏÄÉÃÁÌÓȢȱ Id. at 101. 
 
In the FY 2013 ACD, the Commission found that the Postal Service was unable to report on 
the success of initiatives developed from the Periodicals Mail Study that were designed to 
lower the cost of Periodicals. FY 2013 ACD at 45. The Commission, therefore, required the 
Postal Service to quantify the financial impact of implementing the operational strategies 
outlined in the Periodicals Mail Study and develop metrics to track progress in subsequent 
ACRs. Id. 
 
In the FY 2014 ACD, the Commission directed the Postal Service to provide a detailed 
analysis of the progress made in improving Periodicals cost coverage and report on: 
 
¶ the impact of leveraging its pricing flexibility to improve the efficiency of Periodicals 

pricing; 

 
31 See Docket No. ACR2018, Annual Compliance Determination, April 12, 2019, at 70-72 (FY 2018 ACD); Docket No. ACR2019, Annual Compliance 
Determination, March 25, 2020, at 42-43 (FY 2019 ACD); Docket No. ACR2020, Annual Compliance Determination, March 29, 2021, at 40-42 
(FY 2020 ACD). 

32 See FY 2009 ACD at 75; FY 2010 ACD at 94; FY 2011 ACD at 105-106; FY 2012 ACD at 95-97; FY 2013 ACD at 44-45; FY 2014 ACD at 40-41; 
FY 2015 ACD at 50-51; Docket No. ACR2016, Annual Compliance Determination, March 28, 2017, at 47-48 (FY 2016 ACD); Docket No. ACR2017, 
Annual Compliance Determination, March 29, 2018, at 50 (FY 2017 ACD); FY 2018 ACD at 46; FY 2019 ACD at 25; FY 2020 ACD at 20. 

33 Periodicals Mail Study, Joint Report of the United States Postal Service and Postal Regulatory Commission, September 2011 (Periodicals Mail 
Study). The Periodicals Mail Study responds to section 708 of the PAEA, which directs the Postal Service and the Commission to jointly address 
the quality of data for attributing costs and opportunities for operational efficiencies, including pricing incentives. See Periodicals Mail Study 
at 5. 
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¶ the progress in developing metrics to assess the cost savings impact of operational 
strategies; 

¶ the impact of the implementation of operational strategies outlined in the 
Periodicals Mail Study; and 

¶ the progress in implementing pricing strategies outlined in the Periodicals Mail 
Study. 

 
FY 2014 ACD at 40. 
 
After finding that the Postal Service failed to meaningfully address the directive to report 
on the progress in improving pricing efficiency, the Commission instructed the Postal 
Service to file a Periodicals Pricing Report that analyzes how pricing decisions impact cost, 
contribution, and revenue.34 The Postal Service filed updated versions of the Periodicals 
Pricing Report through FY 2021.35 

c. FY 2015 Directive 

Recognizing that obstacles to the improvement of cost coverage apply to both Periodicals 
and USPS Marketing Mail Flats, the Commission devoted an entire chapter in the FY 2015 
ACD to further explore potential causes for issues related to flats. FY 2015 ACD at 160. In 
that chapter, the Commission directed the Postal Service to take steps to better define the 
scope of the problems and potential solutions. See id. The Commission identified and 
ÁÎÁÌÙÚÅÄ ÓÉØ ȰÐÉÎÃÈ ÐÏÉÎÔÓȱ ÔÈÁÔ ÃÏÎÔÒÉÂÕÔÅ ÔÏ ÃÏÓÔ ÁÎÄ ÓÅÒÖÉÃÅ ÉÓÓÕÅÓ ÆÏÒ ÆÌÁÔÓȡ 

¶ Bundle processing, 

¶ Automated processing, 

¶ Manual sorting, 

¶ Allied operations, 

¶ Transportation, and 

¶ Last mile/delivery . 

 
FY 2015 ACD at 165-80. These pinch points are discussed in more detail in Sections III .B.1. 
and III.B.4. 
 

 
34 FY 2015 ACD at 23-24; see Docket No. ACR2015, Third Response of the United States Postal Service to Commission Requests for Additional 
Information in the FY 2015 Annual Compliance Determination, Report Responding to Periodicals Pricing Directives, July 26, 2016 (Docket 
No. ACR2015, Postal Service Third Response). 

35 See Docket No. ACR2016, Library Reference USPS-FY16-44, December 29, 2016, t5C ŦƛƭŜ ά¦{t{-FY16-44.pdf;έ Docket No. ACR2017, Library 
Reference USPS-FY17-44, December 29, 2017, t5C ŦƛƭŜ ά¦{t{-FY17-44 Preface.pdf;έ Docket No. ACR2018, Library Reference USPS-FY18-44, 
December 28, 2018, t5C ŦƛƭŜ ά¦{t{-FY18-44 Preface.pdf;έ Docket No. ACR2019, Library Reference USPS-FY19-44, December 27, 2019, PDF file 
ά¦{t{-FY19-44.pdf;έ Docket No. ACR2020, Library Reference USPS-FY20-44, December 29, 2020, t5C ŦƛƭŜ ά¦{t{-FY20-44 Preface.Report.pdfέ 
(Update to Periodicals Pricing Report); Docket No. ACR2021, Library Reference USPS-FY21-44, December 29, 2021Σ t5C ŦƛƭŜ ά¦{t{-FY21-44 
Preface.Report.pdfΦέ 
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Using data available at the time, the Commission identified and discussed flats cost and 
service issues for each individual pinch point. See FY 2015 ACD at 165-80. However, the 
#ÏÍÍÉÓÓÉÏÎ ÁÃËÎÏ×ÌÅÄÇÅÄ ÔÈÁÔ ÔÈÅÒÅ ×ÁÓ Á ȰÌÁÃË ÏÆ ÃÏÍÐÒÅÈÅÎÓÉÖÅ ÄÁÔÁ,ȱ ×ÈÉÃÈ ÐÒÅÖÅÎÔÅÄ 
the Postal Service and the Commission from measuring the impact of specific initiatives 
designed to improve cost and service issues for flats. Id. at 180. 
 
The Commission directed the Postal Service to identify a method to measure, track, and 
report the cost and service performance issues relating to each individual pinch point 
identified by the Commission at the most granular level practicable. Id. at 181. To increase 
transparency, the Commission requested certain information in support of the identified 
method, such as: 

¶ available data to support methods to measure, track, and report on cost and service 
issues related to flats, 

¶ information on the cost to produce and aggregate current data, 

¶ additional data that would be needed to support a method to measure, track and 
report on cost and service issues related to flats and the cost to produce that data, 
and 

¶ the identification of information necessary to develop, implement, monitor, and 
quantify results for a comprehensive plan to improve flats service performance and 
cost coverage if an ideal data system were available. 

Id. 
 
In each subsequent ACD, the Commission continued to express concerns with the issues 
related to flats.36 The Commission also provided the Postal Service with recommendations 
specific to each pinch point and continued to call for the Postal Service to work to quantify 
the impact of its operational initiatives on costs to ensure its efforts were productive. See 
FY 2020 ACD at 236, 241; FY 2021 ACD at 228. 

2. Reporting Requirements 
In 2017, the Commission announced that it planned to initiate a strategic rulemaking to 
develop proposed reporting requirements related to flats operational cost and service 
issues. FY 2016 ACD at 171. The reporting requirements were to facilitate measuring, 
tracking, and reporting cost and service issues and also to explore potential enhancements 
ÔÏ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÄÁÔÁ ÓÙÓÔÅÍÓȢ37 After reviewing additional information from the 
Postal Service regarding its data systems and capabilities, as well as comments from 
interested parties, the Commission finalized rules for the Postal Service to provide 
additional information to improve transparency into the cost and service performance 

 
36 See, e.g., FY 2016 ACD at 158-71; FY 2017 ACD at 174-82; FY 2018 ACD at 213-23; FY 2019 ACD at 155-75; FY 2020 ACD at 236-62. 

37 Docket No. RM2018-1, Advance Notice of Proposed Rulemaking to Develop Data Enhancements and Reporting Requirements for Flats Issues, 
October 4, 2017, at 1 (Order No. 4142). 
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issues, as well as increase the accountability of the Postal Service related to flats 
operational initiatives.38 
 
These reporting requirements seek information readily available and previously provided 
or proposed by the Postal Service, based on filings by the Postal Service in the FY 2015 
ACD, the FY 2016 ACD, the FY 2017 ACD, and Order No. 5004 at 8. The information falls 
into four categories: (1) analysis of consolidated cost and service data; (2) analysis of costs 
by operationally relevant groupings; (3) analysis of data related to individual pinch points; 
and (4) analysis to estimate the impact of operational changes. Id. The Postal Service has 
provided the required information since the rules went into effect, and the Commission has 
analyzed the data in Chapter 6 of the FY 2019 ACD and Chapter VI of the FY 2020 ACD and 
FY 2021 ACDs.39 

3. New Ratemaking Rules for Non-Compensatory 
Classes and Products 

In addition to directing above-average price adjustments and analyzing data in its ACDs, 
the Commission evaluated non-compensatory products in its statutory review of the 
ratemaking system. See 39 U.S.C. § 3622(d)(3). Based on this review, the Commission found 
that rates which failed to cover the attributable costs of the products or mail classes to 
×ÈÉÃÈ ÔÈÅÙ ÁÐÐÌÉÅÄ ÕÎÄÅÒÍÉÎÅÄ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÆÉÎÁÎÃÉÁÌ ÉÎÔÅÇÒÉÔÙ ÁÎÄ ×ÅÒÅ 
unreasonable, and thus inconsistent with objectives 5 and 8 of sÅÃÔÉÏÎ σφςςɉÂɊȭÓ ÓÔÁÔÕÔÏÒÙ 
objectives.40 
 
To improve cost coverage for non-compensatory classes and products, the Commission 
adopted new regulations granting additional rate authority to non-compensatory classes 
and more strictly governing how rate authority must be used for non-compensatory 
products in compensatory classes. Order No. 5763 at 181-97. In particular, 39 C.F.R. part 
3030, subpart G permits an additional 2 percentage points of rate authority for any class of 
mail where the attributable cost for that class exceeds the revenue from that class. 39 C.F.R. 
§ 3030.222(a). The use of this additional rate authority is optional and may be 
ÉÍÐÌÅÍÅÎÔÅÄ ÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÄÉÓÃÒÅÔÉÏÎȢ Id. In addition, the regulations have 
requirements specific to products classified as non-compensatory within classes that are 
compensatory overall. For those products, the rates must increase by a minimum of 2 
percentage points above the average percentage increase for that class.41 The regulations 
also provide that rates may not be reduced for any non-compensatory product. Id. 
§ 3030.127(b). 

 
38 Docket No. RM2018-1, Notice of Proposed Rulemaking for Reporting Requirements Related to Flats, March 1, 2019, at 7 (Order No. 5004); 
Docket No. RM2018-1, Order Adopting Final Rules on Reporting Requirements Related to Flats, May 8, 2019, at 2-3 (Order No. 5086). 

39 FY 2019 ACD at 155; FY 2020 ACD at 236; FY 2021 ACD at 278. 

40 Docket No. RM2017-3, Notice of Proposed Rulemaking for the System for Regulating Rates and Classes for Market Dominant Products, 
December 1, 2017, at 76 (Order No. 4258). 

41 Id. § 3030.221. This requirement does not apply to a non-compensatory product for which the Commission has determined that the Postal 
Service lacks independent authority to set rates (such as rates set by treaty obligation). Id. 
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4. FY 2021 ACD Directives and Recommendations 
The FY 2021 ACD was the first ACD to evaluate compliance under the new rules for 
non-compensatory products and classes. FY 2021 ACD at 8. The Commission found that the 
Periodicals class (In-County and Outside County), First-Class Mail Flats, USPS Marketing 
Mail Flats, and USPS Marketing Mail Carrier Route were non-compensatory in FY 2021. Id. 
at 26. The Commission stated that flats products lost $1.291 billion in FY 2021. Id. at 229. 
 
In accordance with the rules, the Commission directed the Postal Service to increase the 
price for the non-compensatory products by at least 2 percentage points above the average 
percentage increase for that class.42 The Commission also encouraged the Postal Service to 
continue to maximize its usage of rate authority granted under 39 C.F.R. 3030.222 and to 
maximize its revenue by strategically pricing Periodicals. FY 2021 ACD at 31. 
 
Furthermore, after analyzing Postal Service reports and finding that the Postal Service 
continued to face significant challenges in processing and delivering flats in a cost-effective 
manner, the Commission provided directives and recommendations to the Postal Service 
regarding specific plans to resolve both cost and service issues for flat-shaped products. 
FY 2021 ACD at 228. For example, the Commission recommended that the Postal Service 
continue to estimate and report the additional cost that bundle breakage adds to flats 
processing. FY ACD 2021, Appendix A at 23. In addition, the Commission required the 
Postal Service to implement initiatives to reduce mail processing costs and to develop an 
accurate method to track flat-shaped mail that is manually processed. Id. The Commission 
also directed the Postal Service to develop plans to reduce costs associated with allied 
operations, and to reduce costs associated with transporting and delivering flats. Id. 
at 23-24. 
 
The Commission continued to express its concerns regarding the financial performance of 
flats products in its FY 2022 ACD.43 Finding that its past directives have, to a large extent, 
been eclipsed by recent regulatory changes, the Commission rescinded those past 
directives related to USPS Marketing Mail Flats and USPS Marketing Mail Carrier Route for 
FY 2023. FY 2022 ACD at 48-49. In addition, the Commission urged the Postal Service to 
continue to pursue revenue increases and cost reduction efforts in order to improve the 
financial performance of non-compensatory flats products. Id. at 36, 48-49, 52-53. 

 
42 See, e.g., FY 2021 ACD at 49, 61, 65; 39 C.F.R. § 3030.221. 

43 Docket No. ACR2022, Annual Compliance Determination, March 29, 2023, at 28-53 (FY 2022 ACD). 
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CHAPTER III. CAUSES OF INEFFICIENCIES 
IN FLATS OPERATIONS 

A. Introduction 
For years, in response to statutory requirements and Commission directives, the Postal 
Service has been designing and implementing operational and pricing initiatives, but the 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ȰÈÁÓ ÂÅÅÎ ÕÎÁÂÌÅ ÔÏ ɍÅÉÔÈÅÒɎ ÑÕÁÎÔÉÆÙ ÔÈÅ ÅØÐÅÃÔÅÄ ÉÍÐÁÃÔ ÏÆ ÔÈÏÓe 
ÏÐÅÒÁÔÉÏÎÁÌ ÉÎÉÔÉÁÔÉÖÅÓ ÁÎÄ ÃÈÁÎÇÅÓȱ ÏÒ ȰÉÓÏÌÁÔÅ ÔÈÏÓÅ ÉÍÐÁÃÔÓ ÔÏ ÓÐÅÃÉÆÉÃ ÐÒÏÄÕÃÔÓȢȱ FY 2021 
ACD at 31, 60. The Commission has previously identified multiple factors that likely 
contributed to the steady increase in the unit cost and decrease in contribution of flats (e.g., 
bundle breakage, inefficiency of manual sorting, and low productivity of automated 
equipment). See FY 2015 ACD at 165. 
 
Commission staff visited a number of Postal ServiceȭÓ and mailerȭÓ facilities. To analyze the 
causes of inefficiencies more thoroughly, and potentially identify new factors in addition to 
the previously discussed inefficiency factors within ȰÐÉÎÃÈ ÐÏÉÎÔÓȟȱ #ÏÍÍÉÓÓÉÏÎ ÓÔÁÆÆ ÖÉÓÉÔÅÄ 
Postal Service operational facilities in the period between July and October of 2022.44 To 
understand the full cycle of flats mail operations (including collection, sortation, 
transportation, and delivery of flats), Commission staff visited postal facilities of different 
types as well as mailerȭÓ facilities. To learn more about facility-specific differences in postal 
operations, Commission staff visited facilities with different levels of productivity, low and 
high rates of bundle breakage and different levels of processed volume (e.g., small, medium, 
and large). It took approximately 4 months to complete the field work at the postal 
facilities. Parallel to the field work, the Commission reviewed flats data provided by the 
Postal Service in prior ACRs as well as additional and more detailed data requested through 
information requests in Docket No. SS2022-1. The Commission also contracted with an 
expert in postal operations to assist the Commission in interpret ing information gathered 
during the site visits. This chapter summarizes what the Commission learned about flats 
operations from the facility visits and evaluates the major factors contributing to 
inefficiencies in flats operations. 
 

 
44 CƻǊ ǘƘŜ ǇǳǊǇƻǎŜǎ ƻŦ ŎŀǊǊȅƛƴƎ ƻǳǘ ǘƘŜ Cƭŀǘǎ {ǘǳŘȅΣ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜ ǎƘŀƭƭ ǇǊƻǾƛŘŜ άA) access to Postal Service facilities to personnel of the 
Postal Regulatory Commission and B) information and records necessary to conduct such study....έ t{w! § 206(a)(2)(A). 
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B. Analysis of Flats Operations at the Facility 
Level 

1. Summary of the Preliminary Facility-Level Data 
Analysis 

a. Definitions of Pinch Points and Data Used for Analysis of 
These Pinch Points 

The Commission receives a variety of flats-related datasets as part of its analysis of flats 
cost and service issues in the ACD.45 %ÁÃÈ ÄÁÔÁÓÅÔ ÃÏÒÒÅÓÐÏÎÄÓ ×ÉÔÈ Á ȰÐÉÎÃÈ ÐÏÉÎÔȱ 
operation originally identified by the Commission as part of the FY 2015 ACD. FY 2015 ACD 
at 165. Pinch points are Ȱfunctions where the Postal Service is not operating at maximum 
efficiency from a cost or service perspective.ȱ Id. The six pinch points that the Commission 
previously identified are: bundle processing, automated processing, manual sorting, allied 
operations, transportation, and last mile/delivery.46 These pinch points are briefly 
discussed below. 
 
Bundle processing. Bundles are plastic-wrapped or banded groups of presorted mailpieces. 
FY 2015 ACD at 166. Presorted mail has been sorted by a mailer prior to being inducted 
into the mail system. A bundle of presorted mail can move through the processing system 
as a single bundle until it reaches the destination postal facility to which it is sorted. In 
exchange for performing some of the work of presortation, the mailer receives a workshare 
discount. FY 2021 ACD at 14. The majority of flats require bundle sortation on bundle 
processing equipment. Inefficiency occurs when bundles break before they are processed 
at the destination postal facility. FY 2015 ACD at 166. When Postal Service employees 
unload pallets that contain bundles of flats and perform a bundle sort, the material holding 
the flats bundle can break. Id. at 166-67. When a bundle breaks, the Postal Service has to 
process individual mailpieces that were formerly bundled together, thereby increasing mail 
processing costs and diminishing or eliminating the value of presortation. Id. at 167. As 
discussed in detail in Section III.B.4.a., bundle breakage is directly linked to the quality of 
the bundles, how they were presented to the Postal Service, the methods used to unload 
the bundles, and how they are handled during processing. 
 
Automated processing. Individual flats mailpieces are sorted on Automated Flats Sorting 
Machines (AFSMs) and FSS machines. During automated processing on these machines, the 
Postal Service does not always achieve high levels of productivity. Productivity for these 
machines has been declining. See FY 2021 ACD at 249. As productivity declines, the cost 
ÅÆÆÉÃÉÅÎÃÙ ÏÆ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÏÐÅÒÁÔÉÏÎÓ ÁÌÓÏ ÄÅÃÌÉÎÅÓȢ Productivity in processing operations 

 
45 See, e.g., Docket No. ACR2021, Library Reference USPS-FY21-NP31, December 29, 2021; Docket No. ACR2021, Library Reference USPS-FY21-
45, December 29, 2021. 

46 See FY 2015 ACD at 165; FY 2016 ACD at 158; FY 2017 ACD at 174; FY 2018 ACD at 213; FY 2019 ACD at 161; FY 2020 ACD at 244; FY 2021 ACD 
at 241-42. 
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is specifically referring to the units of output per unit of input: in this case, the number of 
mailpieces processed per workhour. Considering that productivity is a function of volume 
and workhours, it would be reasonable to assume that when higher volume is processed on 
a machine, productivity  will be higher than machines that process lower volumes. 
However, previous Commission analysis has shown that there is no evidence to support the 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÔÈÅÏÒÙ ÔÈÁÔ ÐÒÏÄÕÃÔÉÖÉÔÙ decline is linked to volume declines. Id. at 255. As 
ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÓÔÁÔÅÄ ȰɍÄɎÉÆÆÅÒÅÎÃÅÓ ÉÎ ÐÒÏÄÕÃÔÉÖÉÔÉes from plant to plant may arise due 
to a number of other factorsɂmany of which are difficult or impossible ÔÏ ÑÕÁÎÔÉÆÙȢȱ47 
 
Manual sorting. When compared with automated processing, manual processing tends to 
be more costly and time consuming. FY 2015 ACD at 171. Manual processing of flats is 
another pinch point because a relatively high percentage of flats (up to 7 percent) continue 
to be diverted to manual processing, resulting in higher costs and poorer service.48 
 
Allied operations. These operations occur throughout the mail processing and delivery 
workflow. FY 2015 ACD at 173. Allied operations are mail processing activities that involve 
preparing the mail for pallet, bundle, or piece processing and include platform operations, 
such as unloading trucks and moving pallets to mail processing equipment. During allied 
operations, the Postal Service is not always achieving high levels of productivity. Id. 
Declines in the productivity of allied operations can lead to increases in mail processing 
costs. Id. 
 
Transportation. After flats are processed, they must be transported either to another mail 
processing facility for additional sortation or transported to a destination delivery unit 
(DDU) for delivery.49 The Postal Service generally transports all shapes of mail together. Id. 
Delayed arrivals, delayed departures, and some other factors decrease efficiency of 
operations in transportation. 
 
Last mile/delivery. This function encompasses all activities related to last mile operations, 
when mailpieces arrive at the delivery unit, and involve in-office time (when carriers are in 
a delivery unit preparing and manually sorting mail prior to delivery) and street time 
(when carriers are on the street actually delivering mail). FY 2015 ACD at 177. As with 
transportation, there are a number of potential inefficiencies during last-mile operations. 
 
The Commission developed the datasets for the instant study using data from multiple 
datasets provided by the Postal Service. For more details of the tools and methodology 
used, see Appendix A, Sections III.B.1. and III.B.2. Analysis. The final dataset developed by 
the Commission included the bundle breakage and automation processing data for each 
machine at each facility. Data was quarterly and spanned from FY 2016 through FY 2021. 
Id. 

 
47 Docket No. ACR2019 Status Reports at 6-7. 

48 Id. See Responses of the United States Postal Service to Questions 1-4 ƻŦ /ƘŀƛǊƳŀƴΩǎ Information Request No. 7, January 26, 2023, question 
2.b. (Response to CHIR No. 7). 

49 Id. at 176. For purposes of the instant study, analysis of DDUs is limited to the analysis of delivery units, such as Post Offices. 
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b. Initial Analysis of Automated Operations at the Mail 
Processing Facilities 

There are two types of mail processing facilities that sort mail on automated equipment: 
(1) Processing and Distribution Centers (P&DCs) and (2) Network Distribution Centers 
(NDCs). A P&DC is ñan organizational entity, subordinate to an area with a significant 
responsibility for the processing and distribution of mail for a geographic area. A P&DC 
may have one or more reporting facilities.ȱ50 An NDC is another Ȱorganizational entity, 
generally subordinate to an area, within a three-tier system of distribution of [USPS 
Marketing] Mail, periodicals, and packages. Some NDCs serve as consolidation points for 
truckload volumes.ȱ Id. NDCs are generally larger than P&DCs. The Commission analyzed 
data on processed flats mail volumes, workhours, and productivity for flats operations at 
these facilities. Figures III -1 and III -2 present the FY 2021 flats volumes and workhours at 
the facilit y level for all facilities with AFSM and FSS machines. The Postal Service operated 
93 FSS machines in FY 2021, which is significantly fewer than the 407 AFSMs it operated in 
the same fiscal year. Volume measures the number of mailpieces processed on an AFSM or 
a FSS, respectively. Workhours are hours of work performed by mail clerks. The color of 
the dots in Figures III -1 and III -2 correspond to the level of labor productivity. On a more 
productive machine, the same (or larger) amount of volume can be processed during fewer 
workhours than on a less productive machine. Red dots correspond to machines that are 
highly productive while blue dots correspond to machines with low productivity. 
 

Figure III-1 
AFSM Volume and Workhours51 

 

 

 
50 See United States Postal Service, ELM 53 -Employee and Labor Relations Manual, § 113.3, Sept. 2022, available at 
https://about.usps.com/manuals/elm/elmc1.pdf. 

51 Source: Docket No. ACR2021, Library Reference USPS-FY21-btомΣ 5ŜŎŜƳōŜǊ нфΣ нлнмΣ 9ȄŎŜƭ ŦƛƭŜ άbhbt¦.[L/ at Variance FY17_21.xlsx." 
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Figure III-2 
FSS Volume and Workhours52 

 

 
 
As shown in Figures III -1 and III-2, volume and workhours have a strong relationship 
(correlation) for both AFSM and FSS machines.53 Correlation is a statistical term that 
identifies a relationship between two sets of observations (or two variables) when Ȱno 
conclusions about causality can safely be made.ȱ54 A correlation coefficient that provides a 
measure of ÃÏÒÒÅÌÁÔÉÏÎ ȰÃÁÎ ÒÁÎÇÅ ÉÎ ÖÁÌÕÅ from -1.00 to +1.00ȟȱ where a correlation 
coefficient of +1.00 indicates a perfect positive relationship between two variables. Id. at 
125-26. In this context, there appears to be a strong relationship between volume and 
workhours (0.74 and 0.86, respectively). 
 
Figures III -1 and III -2 illustrate  that at the facility level, the relationship between volume 
processed on AFSM and FSS equipment and productivity is not strong. This is the issue that 
the Commission has discussed starting with its FY 2019 ACD.55 The CommissionȭÓ analysis 
of volume and productivity data performed within the instant study shows that there are 
more machines that do not process much flats volumes but still have high productivit ies 
than machines that process high flats volume and also have high productivit ies. For 
example, the AFSM with the highest labor productivity processes 50 million pieces, which 
is 16 percent above the average volume for all AFSMs. 

 
52 Source: Commission calculations using data from Docket No. ACR2021, Library Reference USPS-FY21-NP31, December 29, 2021, Excel file 
άbhbt¦.[L/ at ±ŀǊƛŀƴŎŜ C¸мтψнмΦȄƭǎx." 

53 Commission calculations using data from Docket No. ACR2021, Library Reference USPS-FY21-NP31, 9ȄŎŜƭ ŦƛƭŜ άbhbt¦.[L/ at ±ŀǊƛŀƴŎŜ 
FY17_21.xlsx." 

54 S.K. Kachigan, Multivariate Statistical Analysis, A Conceptual Introduction, (2nd ed. 1991), at 4, 125. 

55 See FY 2019 ACD at 167-68; FY 2020 ACD at 253; FY 2021 ACD at 251-55. 



Docket No. SS2022-1    - 28 - 
 
 
 

 

Figure III -2 illustrates that, for FSS, the correlation between volume and labor productivity 
is even lower. Some highly productive FSS machines process only 25 million pieces while 
others process 104 million pieces. See Figure III -2. For FSS machines that process more 
than 80 million pieces, there is a broad range of labor productivities. Both figures 
demonstrate that at higher volumes, there is a larger range of productivities. 
 
The CommissionȭÓ analysis shows that the majority of AFSM productivities range from 
1,200 to 3,400 pieces per workhour. Although workhours for AFSMs generally increase 
when volumes increase, productivity levels might differ at different volume levels. 
 
The majority of FSS productivities range from 1,300 to 2,100 pieces per work hour. 
Workhours for FSS machines also increase with volume, but there is a stronger correlation 
between volume and workhours for FSS machines than for AFSMs. 
 
The Postal Service reported that from FY 2009 through FY 2021, USPS Marketing Mail Flats 
volume declined from 7.8 billion pieces to 2.9 billion pieces, and the overall AFSM 
productivity fell from 3,114 pieces per workhour to 1,951 pieces per workhour.56 
Furthermore, between FY 2020 and FY 2021, AFSM and FSS productivity declined by 
approximately 3 and 4 percent, respectively. FY 2021 ACD at 52. 
 
Figures III -1 and III -2 demonstrate that high volume facilities are not necessarily more 
productive with respect to workhours. Figures III -1 and III -2 also demonstrate that at 
higher volumes, there is a larger range of productivities. 

c. Analysis of the Surface Transfer Centers 

Surface Transfer Centers (STCs) Ȱare mail consolidation and re-distribution facilities that 
assist the Postal Service in maximizing the utilization of vehicles and their capacity to 
transport mail.ȱ57 STCs do not handle individual mailpieces, but instead serve as an 
intermediary between other mail processing facilities. The Postal Service often refers to 
them as hubs.58 There were 13 STCs in FY 2021.59 
 
Among other factors, delayed truck arrival s and departures ÁÆÆÅÃÔ ÈÕÂÓȭ ÃÏÓÔÓ ÁÎÄ 
performance. The Commission analysis of the Postal Service data confirms that on-time 
arrival and on-time departure percentages are highly correlated. See Appendix A, Sections 
III.B.1. and III.B.2. Analysis, Figure A-5. 
 

 
56 FY 2021 ACR at 20; FY 2021 ACD at 52-53. 

57 United States Postal Service, Office of Inspector General, Report No. 21-111-R21, Contractor Security Clearances at Surface Transfer Centers, 
September 29, 2021, at 1, available at https://www.uspsoig.gov/sites/default/files/reports/2023-01/21-111-R21.pdf (OIG Report No. 21-111-
R21). 

58 United States Postal Service, Postal Pro, Service Hubs and Facilities, available at https://postalpro.usps.com/operations/service-hubs-and-
facilities, accessed on 03/30/2023. 

59 Responses of the United States Postal Service to Questions 1-с ƻŦ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ нΣ {ŜǇǘŜƳōŜǊ мпΣ нлннΣ ǉǳŜǎǘƛƻƴ м, 
Excel file ά/ƘLwΦнΦ¦t5!¢9ψ/ƘLw мψvпψvс ŀƴŘ vтWψbhbt¦.[L/ΦȄƭǎȄέ (Response to CHIR No. 2). 
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Figure III -3 illustrates the on-time departure levels at 11 of the 13 STC facilities. On-time 
departure measures the percentage of mail that departs from the facility on time. 
 

Figure III-3 
Surface Transfer Centers (actual counts) by Level of On-Time Departure, FY 202160 

 

 
 
As Figure III -3 shows, only 3 STCs have an on-time departure rate greater than 80 percent, 
and only one STC has it  above 90 percent. For the majority of STC facilities, between 70 
percent and 80 percent of scheduled trips depart on-time. Two facilit ies had an on-time 
departure rate of less than 70 percent. 

d. Analysis of Destination Delivery Units 

The Commission also analyzed data for DDUs before conducting facility visits. The 
Commission limited its analysis of DDUs to delivery units, which are post offices, stations, 
or branches that carry out mail delivery functions.61 Every DDU serves (or delivers mail to) 
at least one 5-digit ZIP Code area. Every 5-digit ZIP Code area is further divided into 
smaller units to which mail destinates: namely, carrier routes. Delivery units can service 
city routes, rural routes, or a mix of both. City routes serve geographic locations within the 
boundaries of a post office, while rural routes generally serve areas falling outside these 
boundaries.62 Figure III -4 ÓÈÏ×Ó ÔÈÅ ÐÏÒÔÉÏÎÓ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÄÅÌÉÖÅÒÙ ÕÎÉÔÓ ÔÈÁÔ 
service each type of route and a mix of routes. While the majority of post offices delivers 
solely to rural routes, there are over roughly 142,000 city routes and 81,000 rural routes. 

 
60 Source: Commission calculations using data from Docket No. ACR2021, Library Reference USPS-FY21-btомΣ 9ȄŎŜƭ ŦƛƭŜ άbƻƴtǳōƭƛŎ {± 
5ŀǘŀψC¸мтψC¸нмΦȄƭǎȄΦέ Two out of thirteen STC facilities were excƭǳŘŜŘ ŘǳŜ ǘƻ ŘƛǎŎǊŜǇŀƴŎƛŜǎ ōŜǘǿŜŜƴ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŘŀǘŀǎŜǘ. 

61 United States Postal Service, Publication 804 ς Drop Shipment Procedures for Destination Entry, October 2013, Appendix F Glossary, available 
at https://about.usps.com/publications/pub804/pub804_f.htm. 

62 Postal Regulatory Commission, Rural Delivery and the Universal Service Obligation: A Quantitative Investigation, July 31, 1992, at 3, available 
at https://www.prc.gov/sites/default/files/papers/rural.pdf. 
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Geographic analysis of delivery units that service a mix of city and rural routes shows that 
they tend to be further from urban areas than delivery units that service strictly city routes. 
 

Figure III-4 
Delivery Units by Type of Routes63 

 

 
  

 
63 Source: See Response to CHIR No. 1, question 7; see also Library Reference SS2022-1/NP1, August 16, 2021, 9ȄŎŜƭ ŦƛƭŜ ά5ŜƭƛǾŜǊȅ ¦ƴƛǘǎ - ChIR 
мψvтψ! ǘƘǊǳ L ŀƴŘ Yψbhbt¦.[L/ΦȄƭǎȄΦέ 
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Figure III-5 
Delivery Units by the Number of Serviced ZIP Codes64 

 

 
 
Figure III -5 illustrates how many 5-digit ZIP Codes are serviced by each delivery unit. Most 
delivery units (approximately 74 percent), service a single ZIP Code.65 Seventeen percent of 
delivery units service two ZIP Codes, and just a few hundred delivery units service four ZIP 
Codes or five or more ZIP Codes. 

2. Methodology for Selecting Facilities for Site 
Visits 

The primary objective of the facility visits was to understand the causes of inefficiencies in 
flats mail operations. As discussed in Section III .B.1., the Commission previously identified 
and discussed in detail the causes of inefficiencies through the perspective of pinch points 
first identified in the FY 2015 ACD. See Section III .B.1.; see also FY 2015 ACD at 165. 
However, the Commission determined that the causes of inefficiencies should not be 
explored solely through formal data analysis of facility-level datasets on mail processing, 
bundle breakage, and transportation provided with  the Postal ServiceȭÓ ACR. As the Postal 
Service consistently noted, mail processing facilities differ in terms of facility layouts, 
management decisions, and relationships with nearby facilities. See, e.g., FY 2021 ACD at 
252. The Commission sought additional empirical and qualitative information on these 
specific characteristics through facility visits. To follow up on observations made during 
the facility visits, the Commission issued a series of questions seeking clarification from the 
Postal Service and consulted with an expert on postal operations. 
 

 
64 Source: See Library Reference SS2022-1/NP1, 9ȄŎŜƭ ŦƛƭŜ ά5ŜƭƛǾŜǊȅ ¦ƴƛǘǎ - /ƘLw мψvтψ! ǘƘǊǳ L ŀƴŘ Yψbhbt¦.[L/ΦȄƭǎȄΦέ 

65 Commission calculations using data from Response to CHIR No. 1, question 7, Excel file άChIR 1_Q7_A thru I and K_PUBLIC.xlsxΦέ 
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When selecting facilities to visit, the Commission used multiple criteria. To better 
understand the broad range of activities performed by the Postal Service at every stage of 
the flats mail delivery process, the Commission sought to visit facilities of different types: 
STCs, mail processing facilities sorting both individual mailpieces and bundles (NDCs and 
P&DCs), and DDUs. 
 
Each facility type performs a different and specialized role in moving mail from origin to 
destination. For mail processing sites (P&DCs and NDCs), the Commission focused 
primarily on the level of labor productivity of automated equipment and bundle breakage 
during flats processing. The Commission sought to observe all types of flats mail processing 
machines. Specifically for bundle processing, the Commission sought to observe operations 
on machines that process high volumes of bundles such as the Automated Package and 
Parcel Sorter (APPS) and the Small Package and Bundle Sorter Tracking System (SPBSTS) 
machines. The Commission chose the facilities that had both high and low rates of broken 
bundles. 
 
The Commission also wanted to ensure that it would observe operations on both types of 
flats processing machines (AFSM and FSS). The Commission considered facilities with 
different levels of volumes and different levels of productivity on both types of mail 
processing equipment. 
 
For STCs, the Commission was primarily concerned with transportation-related metrics, 
including, but not limited to, causes of transportation delays, misrouted trucks, and 
contracted transportation costs. 
 
Appendix A, Sections III.B.1. and III.B.2. Analysis provides the details of the facility -level 
data analysis that the Commission used to select mail processing facilities for visits. 
 
When visiting DDUs, the Commission focused on delivery costs and relationships with 
upstream P&DCs visited by the Commission. The Commission also selected delivery units 
that serve different arrays of routes (i.e., rur al routes only, city routes only, and both city 
and rural routes; serve just one ZIP Code or several ZIP Codes). 
 
In addition to observing flats processing and other operations, the Commission interviewed 
facility managers to discover why certain facilities were above or below average in terms of 
productivity or bundle breakage. These interviews provided the Commission an 
opportunity to understand what the facilities with relatively high productivity or low 
bundle breakage were doing differently, and how other facilities would be able to learn 
from best practices. The Commission also visited some facilities that had close network ties 
to one another to observe network effects and possibly learn about inefficiencies across 
interrelated points in the Postal Service network. 
 
Prior to conducting facility visits, the Commission developed questions spanning topics in 
every pinch point. The Commission then conducted trial visits to three facilities: (1) P&DC 
1; (2) STC 1; and (3) DDU 1. Using the information received from facility managers during 
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trial visits, the Commission refined its initial interview questions for future use during 
facility visits. In addition, after conducting trial facility visits, the Commission refined its 
facility visit criteria  and selected a few additional sites that had good network ties with 
each other. The Commission also visited facilities in the Mid-Atlantic, Northeastern, and 
Midwest regions. 

3. Summary of the Site Visits 
Following the first three trial visits, Commission staff visited eight mail processing facilities, 
two DDUs, and one hub or STC. In addition to Postal Service sites, Commission staff visited 
the processing facilities of two private-sector mailers. Representatives from the Postal 
3ÅÒÖÉÃÅ ÁÎÄ ÐÒÉÖÁÔÅ ÍÁÉÌÅÒÓȭ ÆÁÃÉÌÉÔÉÅÓ ÇÕÉÄÅÄ #ÏÍÍÉÓÓÉÏÎ ÓÔÁÆÆ ÔÈÒÏÕÇÈ ÔÈÅÉÒ ÏÐÅÒÁÔÉÏÎÓ ÔÏ 
the extent possible, answered questions, and shared insights into their flatsȭ operations. 
 
For postal facility visits, Sections III .B.3.a. through III .B.3.c. summarize collected 
observations by core activities that were performed at the facilities: mail processing 
operations (see Section III .B.3.a.), mail consolidation for transportation in the Postal Service 
network (see Section III .B.3.b.), and last mile delivery (see Section III .B.3.c.). Observations 
ÇÁÔÈÅÒÅÄ ÁÔ ÖÉÓÉÔÓ ÔÏ ÍÁÉÌÅÒÓȭ ÆÁÃÉÌÉÔÉÅÓ ÁÒÅ ÓÕÍÍÁÒÉÚÅÄ ÉÎ 3ÅÃÔÉÏÎ III .B.3.d. 

a. Mail Processing Sites 

Including the trial visits, Commission staff visited two types of mail processing facilities, 
two NDCs and seven P&DCs. 
 
Discussions with management at various sites indicated that there has been a general 
redesign of the network in response to increases in package volumes and declines in letters 
and flats volumes in recent years. This redesign has resulted in limited processing 
operations at some facilities. Some mail processing sites that the Commission staff visited 
processed all mail shapes while others performed processing operations only for certain 
mail shapes (e.g., letters and flats or flats bundles and packages). Operations at some sites 
were limited to only certain mail classes (e.g., USPS Marketing Mail and Periodicals or First-
Class Mail) or sort levels,66 or a combination of those and other characteristics.67 
 
Commission staff observed that the limited processing operations were supported by a 
complex surface transportation network, which moved mail between the interconnected 
operations that were performed at different sites. For example, facility A sent its 
successfully sorted flats bundles to facility  B for subsequent processing but sent all bundles 
that broke, or were treated as broken, to a different  facility  (facility C) for processing. Each 
of the two truck trips was less full than if all bundles (successfully processed and broken) 
were sent to the same facility for subsequent processing. Moving mail between sites 

 
66 For example, a site might sort mail only to the 3-digit ZIP Code level, corresponding to the 3-digit destination ZIP Code of sorted mail, or only 
to the 5-digit ZIP Code level. 

67 For example, sites limited their processing operations to only outgoing mail (mail that destinated outside the service area of the mail 
processing facility) or only incoming mail (mail that destinated within the service area of the mail processing facility), or to processing of intact 
flats bundles only and transporting broken bundle to other facilities for processing. 
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increased the time mail spent in allied operations. See Section III .B.4.d. and Section III .C.3. 
for more details. The Commission observes that separating processing operations in this 
manner might lead to increases in the cost related to transporting mail between sites 
because more trips are made, and because the trips are on potentially emptier trucks. 
Maximizing truck space used by mail is the goal of efficient transportation operations. 
 
Commission staff also observed that performing different processing operations at 
different sites made facilities interdependent. For example, mail processing operations at 
facility A were scheduled based on schedules for mail processing operations at facilities B 
ÁÎÄ #ȟ ×ÈÉÃÈ ÆÅÄ ÖÏÌÕÍÅÓ ÉÎÔÏ ÆÁÃÉÌÉÔÙ !ȭÓ ÏÐÅÒÁÔÉÏÎÓȢ Any deviations from planned 
schedules at one facility meant deviations from planned schedules for interconnected 
operations performed at other facilities. In these situations, managers were faced with 
decisions, which often involved trade-offs. For example, processing of mail at facility A was 
delayed. The management at the receiving facility (facility B) decided to wait for delayed 
mail from the feeding facility (facility A). During that time, the machine and employees at 
facility B were idle, and machine and employee workhour productivities suffered. Waiting 
to process delayed mail resulted in this mail being dispatched to DDUs within the 
committed time; for this mail, there was no negative impact on service performance. 
However, all subsequent operations at facility B were delayed, which had cascading effects 
on interconnected operations at facilities that expected mail from facility B for processing. 
Some of that mail may have had to be diverted to other modes of transportation than 
intended, such as from prescheduled, contracted trips paying preset rates per mile, to extra 
trips that had to be ordered at a much higher rate per mile. 
 
Observations and discussions with management at various sites indicated major 
inefficiencies related to bundle processing, particularly  bundle breakage and manual 
handling, which was needed to prepare flats from broken bundles for subsequent 
processing. Bundle breakage is discussed in more detail in Section III .B.4.a. Individual flats 
mailpieces from broken bundles represented only one source of flats that required manual 
work to prepare for additional processing. Facilities also employed a practice of having 
bundles bypass processing on machines if facility staff deemed them likely to break. 
Bundles deemed not strong enough to withstand sorting on a machine without breaking 
were intentionally  opened and treated as broken bundles. Although this intentional bundle 
breakage might mitigate some productivity loss, it also ensured that these bundles received 
less efficient manual processing. 
 
During the site visits, Commission staff also learned that some large shipments of bundled 
flats are not compatible with flats sorting equipment, even though these shipments 
qualified for substantial discounts based on the expectation that they would avoid manual 
sorting or sequencing work by the Postal Service. These shipments were meant for 
automated sortation on the FSS machines.68 Instead, they were sorted manually at DDUs. 

 
68 FSS sorts mailpieces to the sequence in which mail carrier delivers mail along their routes. Flats presorted by mailers for sortation on FSS 
qualify for the deepest discounts, because they eliminate the need for mail carriers to manually sort mail in the sequence of delivery points 
along their routes. 
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Certain facility personnel commented that the Domestic Mail Manual (DMM)69 standards 
were inaccurate as to what mail was able to be processed on FSS. Even for pieces that 
complied with DMM standards, facilities described how the quality of the paper used in the 
flats has declined, causing machines to jam or entire flats shipments to be rejected from the 
automated flats processing machines. All mail that is not sorted on automated equipment 
requires manual sorting, and once a mailpiece is diverted from automated processing, it is 
manually processed downstream as well. The Postal Service does not track mail that pays 
automation rates but bypasses machine sortation. 
 
The Commission notes that without tracking the data on flats mailpieces with irregularities, 
the true prevalence of the issue of flats that cannot be processed on automated equipment 
is unknown, and the discrepancy between the revenues that the Postal Service received 
and the costs it incurred for these unknown volumes cannot be estimated. 
 
Other than financial and service performance implications related to manually sorting flats, 
Commission staff saw that the increase in workload this mail caused led to attrition due to 
the difficult y of the job. Management also described other difficulties retaining existing 
employees. Hiring new staff meant new and, at least temporarily, low-skilled workers. 
From facility visits and discussions with management, Commission staff learned that 
morale, skill level, and management support contribute significantly ÔÏ Á ÆÁÃÉÌÉÔÙȭÓ ÅÆÆÉÃÉÅÎÃÙ 
and productivity. Consequently, difficulties retaining staff negatively affect the efficiency of 
the whole facility. 

b. Surface Transfer Centers 

The main functions of STCs are mail consolidation and cross-docking. Mail consolidation 
involves combining mail from several containers and placing it into fewer, fuller containers. 
Cross-docking involves combining containers with the same destination and transporting 
them on the same trucks.70 In other words, STCs work to move fuller containers on fuller 
trucks. 
 
The two STCs that Commission staff visited were contracted operations.71 However, both 
STCs had Postal Service employees on site to monitor the tÉÍÅÌÉÎÅÓÓ ÏÆ 34#Óȭ ÏÐÅÒÁÔÉÏÎÓ 
and to coordinate between the contractors and Postal Service Headquarters. 
 

 
69 See United States Postal Service, Mailing Standards of the United States Postal Service, Domestic Mail Manual (DMM) (2023), available at 
https://pe.usps.com/DMM300/Index. 

70 Cross-docking did not involve opening containers and moving mail. Rather, tƘŜ ǘŜǊƳ άŎǊƻǎǎ-ŘƻŎƪƛƴƎέ ǊŜŦŜǊǎ ǘƻ ŎƻƴǘŀƛƴŜǊǎ ŎƘŀƴƎƛƴƎ ŘƻŎƪǎΦ CƻǊ 
example, a container from origin A arrives at an STC, and is unloaded onto dock number 1. Another container arrives from origin B and is 
unloaded onto dock number 2. The two containers are headed for the same destination ς destination C. A truck for destination C departs from 
dock 10. Cross-docking involves moving containers headed for destination C from docks 1 and 2 onto dock 10, where they will be loaded onto 
the same truck. 

71 In FY 2021, the Postal Service operated about half of its 13 STCs; the other half were contracted operations. The Postal Service representative 
at one of the visited STCs explained that during FY 2022, the Postal Service stopped operating STCs and contracted out operations at all facilities 
that it previously operated. 
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Of the flats products, only First-Class Mail Flats move through STCs. The focus of these STC 
visits was to analyze potential inefficiencies of routing First-Class Mail Flats through STCs. 
Commission staff also focused on the impact this practice has on the time First-Class Mail 
Flats spend in transit, and on their transportation costs. Potential inefficiencies include 
waiting for mail to arrive at the STC for consolidation, insufficient capacity to fit First-Class 
Mail Flats on scheduled transportation departing from STCs, the associated delayed 
arrivals of such mail at downstream processing facilities via alternative transportation 
options, and the cost of such alternative transportation arrangements. 
 
4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÒÅÐÒÅÓÅÎÔÁÔÉÖÅÓ ÄÅÓÃÒÉÂÅÄ ÃÏÎÔÒÁÃÔÏÒÓȭ ÏÐÅÒÁÔÉÏÎÓ ÁÓ ÇÅÎÅÒÁÌÌÙ ÖÅÒÙ 
efficient and timely, with consolidation and cross-docking times strictly monitored and 
penalties assessed for delays. 
 
However, the Postal Service representatives explained that there were delays on long-
distance transportation, describing some trips as routinely delayed. The most common 
causes of delays included origin postal facilities dispatching mail late and delays associated 
with switching drivers at the relay points. 
 
Since most trips that STCs operated were round trips, delayed inbound trucks meant that 
mail that the STC had ready to load onto the return portion of the trip would also arrive 
late at the destination. As for delays related to relay points, an STC representative 
explained that the United States Department of Transportation regulations require drivers 
to rest at regular intervals, and for a certain amount of time. Having one dedicated driver 
on a trip would require adding rest time to drive time, potentially doubling trip time. 
Switching drivers at relay points eliminated the need for rest time. The representative 
added that STCs were exploring an option of team driving to prevent delays related to relay 
points. With team driving, two drivers on a truck would alternate their drive and rest times. 
 
In case of delayed incoming trucks, a Postal Service representative decided whether to 
order extra transportation for outgoing mail. Extra transportation is unscheduled 
transportation, ordered on an as-needed basis. 
 
Another situation that called for decisions to order extra transportation is where scheduled 
outgoing trucks are filled to capacity with First -Class packages, with no space remaining for 
First-Class Mail Flats. 
 
The Postal Service representatives explained that decisions to order extra transportation 
were based on critical entry times (CETs) at destination facilities. CETs represent the latest 
times mail can arrive at mail processing facilities to be processed and delivered within the 
stated service standard. 
 
Representatives at the STCs acknowledged that extra transportation was expensive, and 
trucks were frequently not full when they left the STC. They described combining mail for 
several destinations on extra trucks and adding stops to extra trips, to justify the costs. 
However, they added that this was not routinely done because every added trip stop 
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increased the risk of delay for the extra trip. In summary, routing First -Class Mail Flats 
through STCs introduces potential inefficiencies in terms of service performance and 
transportation cost. 

c. Destination Delivery Units 

Every DDU serves at least one 5-digit ZIP code area, and every 5-digit ZIP code area is 
divided into smaller units, so-called carrier routes. Typically, one mail carrier delivers mail 
along one carrier route with several delivery points. DDUs ordinarily receive mail from 
destination processing facilities that has been sorted either by carrier route (but not in the 
precise delivery point sequence (DPS)) or in delivery point sequence.72 
 
Flats that were not sorted at mail processing facilities on automated equipment, whether to 
carrier route and/or in delivery point sequence, were sorted and/or sequenced manually 
at DDUs. 
 
Every mail processing facility that Commission staff visited described regularly receiving 
shipments of flats that bypassed machine processing and that were sent directly to DDUs to 
be processed by hand. 
 
The management at the DDU, where Commission staff saw such shipments on the day of 
the visit, described acute staffing shortages and difficulty retaining employees because of 
workloads that shipments like these caused. The management also commented that 
delivering these flats on time was not possible. 

d. aŀƛƭŜǊǎΩ Facilities 

4ÈÅ ÖÉÓÉÔÓ ÔÏ ÍÁÉÌÅÒÓȭ ÆÁÃÉÌÉÔÉÅÓ ÁÎÄ ÔÈÅ ÄÉÓÃÕÓÓÉÏÎÓ ×ÉÔÈ ÔÈÅÉÒ ÍÁÎÁÇÅÍÅÎÔ ÓÈÏ×ÅÄ ÔÈÁÔ 
effective communication with customers has important productivity implications. The 
mailers said that the effectiveness of ÔÈÅÉÒ ÃÏÍÍÕÎÉÃÁÔÉÏÎ ÌÁÙ ÉÎ ÍÁÎÁÇÅÍÅÎÔȭÓ 
understanding their own operations, including sources of potential inefficiencies. 
Management also described frequent contact with customers, which included customer 
education on mail preparation. In addition to benefiting ÍÁÉÌÅÒÓȭ Ï×Î ÏÐÅÒÁÔÉÎÇ ÅÆÆÉÃÉÅÎÃÙ, 
the mailer indicated that this communication style improved the degree to which mail was 
prepared to mail-preparation quality standards (as specified in the DMM) prior to 
induction ÉÎÔÏ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÎÅÔ×ÏÒk. 
 
-ÁÉÌÅÒÓ ÅØÐÒÅÓÓÅÄ ÔÈÅÉÒ ×ÉÌÌÉÎÇÎÅÓÓ ÔÏ ÄÏ ÔÈÅÉÒ ÐÁÒÔ ÉÎ ÁÄÄÒÅÓÓÉÎÇ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÆÌÁÔÓ 
cost issues. However, they also expressed concerns about a lack of effective communication 
with the Postal Service. Most notably, mailers did not find that the feedback from the Postal 
Service included relevant data that mailers needed to understand the specifics of any gaps 
in their mail preparation quality, or data that would allow tracking shipments to their own 
operations. 

 
72 This is the finest level of sortation. The sequence of delivery points in which mail carrier delivers mail along a carrier route is predetermined. 
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4. Common Causes of Inefficiencies (Analysis of 
Pinch Points) 

a. Bundle Breakage During Bundle Processing 

Mailers assemble flats into bundles in different presort levels, based on shared destination. 
For example, flats in a bundle might destinate in the same 3-digit ZIP Code area (Ȱ3-digit 
bundlesȱ), or the same 5-digit ZIP Code area (Ȱ5-digit  bundlesȱ), or on the same carrier 
route (Ȱcarrier route bundlesȱ) along which a mail carrier delivers mail. Flats that do not 
share a common destination area can also be bundled together ɉȰmixed bundlesȱɊ. 
 
Mailers place presorted bundles in postal containers before entering them into the postal 
network. Flat bundles can be placed on pallets or included in sacks (collectively, 
ȰÃÏÎÔÁÉÎÅÒÓȱɊ. Similar to combining flats in a bundle, bundles are combined in containers in 
different presort levels. For example, a 3-digit pallet can include carrier route, 5-digit, or 3-
digit bundles that destinate within the same 3-digit ZIP Code area, and a 5-digit pallet 
would include bundles for different carrier routes that destinate in the same 5-digit ZIP 
Code area. Mixed bundles, described above, are included on mixed pallets or in mixed 
sacks. 
 
Mailers can enter their presorted bundles in presorted containers at mail processing 
facilities that serve the area where bundles originate, referred to as origin entry. 
Alternatively, mailers can enter bundles into the network at mail processing facilities that 
serve the area where bundles destinate, referred to as destination entry.73 Entry facilities 
can include NDCs, Area Distribution Centers (ADCs), P&DCs, or DDUs. Mail preparation 
standards for the numerous bundle and container presort levels and mail entry points are 
defined in the DMM.74 For example, a 5-digit pallet can enter the postal network at an 
origin or destination mail processing facility, but a mixed sack or pallet can only be entered 
into the postal network at an origin facility. 
 
Based on presort level and entry, flats bundles receive different amounts of processing and 
transportation in the postal processing and transportation networks. For example, a 5-digit 
container entered at an origin facility might be transported intact through the postal 
network and require mail processing only at the destination P&DC, before dispatch to 
DDUs. By contrast, a mixed bundle on a mixed pallet needs processing at origin to sort the 
constituent pieces or bundles for transportation through the network, traversing different 
destination mail processing facilities before individual pieces from a mixed bundle can be 
distributed to their respective destinations. 
 
Mail processing facilities sort flats for dispatch to other mail processing facilities, where the 
flats will  destinate, and they sort flats that destinate within their service areas for dispatch 

 
73 The Postal Service has rules regarding specific dropship locations for mailers. 

74 For example, mail preparation standards for commercial Marketing Mail volumes can be found at DMM § 245, available at 
https://pe.usps.com/text/dmm300/245.htm. 
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to local DDUs. Flats that destinate in service areas of other mail processing facilities are 
referred to as outgoing flats. Flats that destinate within the service area of the mail 
processing facility are referred to as incoming or destinating flats. 
 
Outgoing flats, whether bundled or individual, must be sorted to the 3-digit ZIP Code level 
corresponding to mail processing facilities of destinations. Incoming flats, whether bundled 
or individual, must be sorted to at least the 5-digit ZIP Code level before they can be 
dispatched to DDUs for delivery.75 In efficient mail processing operations, flats that can be 
sorted on automated equipment are sorted to finer levels: carrier route or DPS, depending 
on the equipment available at mail processing sites. 

When a bundle comes apart, it is referred to as bundle breakage. When bundles with 
different destinations break at the same time, the value of presortation is lost because the 
mailpieces become mixed together. 
 
Bundle breakage has been identified as one of the major sources of inefficiencies in flats 
processing, and the Commission has required the Postal Service to report bundle breakage 
rates since FY 2015.76 
 
Mixed flats from broken bundles require additional sorting, some of which is done 
manually. For example, when bundles break while being sorted on a bundle sorter to 5-
digit destination ZIP Codes, the constituent pieces require two levels of sorting: first to the 
3-digit level, which is the level at which the bundles were inducted into the machine, and 
then to the 5-digit level, which is the level to which bundles would have been sorted on a 
bundle sorter, had they not broken. This disrupts planned operations at mail processing 
facilities because additional work is required that would not be done if the bundles had 
stayed intact and their sorting finalized on automated bundle sorters. 
 
Bundles can break during transit or while being processed. Facilities mix flats from bundles 
that break prior to automated sorting with bundles that break during sorting on bundle 
sorting equipment. However, the bundle breakage rates that the Postal Service has 
reported include only bundles that broke during processing on bundle sorters, and do not 
include any bundles that broke before processing. Consequently, the reported bundle 
breakage rates are likely underestimated. 
 
Managers described two main factors affecting bundle breakage during sorting on 
automated equipment: (1) the type of processing equipment; and (2) the ability of bundles 
to remain intact (bundle integrity) . 
 
According to managers, most bundles break when they are inducted (fed) onto the 
conveyor belt from the dumper. Dumpers are large containers with many bundles in them 

 
75 This is because every DDU serves at least one 5-digit ZIP code area. 

76 FY 2015 ACD at 166-67; FY 2016 ACD at 161-62; FY 2017 ACD at 175-76; FY 2018 ACD at 215-16; FY 2019 ACD at 162-64; FY 2020 ACD at 244-
48; FY 2021 ACD at 242-47. 
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that are ready for sorting. From the many bundles included in dumpers, one bundle is 
ÓÅÌÅÃÔÅÄ ÁÔ Á ÔÉÍÅ ÁÎÄ ÆÅÄ ÏÎÔÏ ÔÈÅ ÅÑÕÉÐÍÅÎÔȭÓ ÃÏÎÖÅÙÏÒ ÂÅÌÔȢ This is referred to as 
singulation. The singulation process involves bundles falling from the dumper onto the 
conveyor belt. 
 
Managers described equipment designed to process both packages and bundles as 
ÇÅÎÅÒÁÌÌÙ ȰÇÅÎÔÌÅÒȱ ÔÈÁÎ ÅÑÕÉÐÍÅÎÔ ÄÅÓÉÇÎÅÄ ÆÏÒ ÐÒÏcessing packages only. This was due to 
the height that bundles fell from during singulation. 
 
Staff at facilities described the Automated Parcel and Bundle Sorter (APBS), the only 
equipment designed for processing packages and bundles, as most gentle during 
singulation, with only a 6-inch drop from the dumper. 
 

Picture III-1 
APBSςBundles Inducted From the Dumper Onto a Conveyor Belt 

 

 
 
Facility staff described APPS as Ȱmore violentȱ than APBS, with bundles tumbling a lot in 
the dumper and dropping 2 feet during the singulation process. This can result in bundles 
losing their integrity.  
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Picture III-2 
APPSςSingulated Bundles Fed onto a Conveyor Belt Move Toward a Scanner 

(Left Picture) and Will be Directed into Appropriate Bins Based on 
Their Scanned Destinations (Right Picture) 

 

      
 
Management at one facility described recently switching processing of bundles from the 
APPS to the Automated Delivery Unit Sorter (ADUS), citing lower bundle breakage rates for 
ADUS, compared to APPS. 
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Only one facility that Commission staff visited operated the Small Package Sorting System 
(SPSS). 
 

Picture III-3 
SPSSςBundles on Feeding Belts Being Fed Onto SPSS 

 

 
 
4ÈÅ ÆÁÃÉÌÉÔÙȭÓ ÍÁÎÁÇÅÍÅÎÔ ÅÍÐÈÁÓÉÚÅÄ ÔÈÁÔ 3033 ×ÁÓ ÎÏÔ ÄÅÓÉÇÎÅÄ ÔÏ ÈÁÎÄÌÅ ÂÕÎÄÌÅÓȢ 4ÈÅ 
machine had the highest drop of all equipment Commission staff observed, with a 3-foot 
fall from the dumper. 
 
As for bundle integrity, facility staff commented about strapping and wrapping materials 
used to band and wrap flats into bundles. For strapping, material mattered, and so did the 
number of straps and their tension. Some mailers repeatedly send their bundles strapped 
with rubber bands or wire, which are not permitted materials. Some bundles need extra 
strapping to prevent flats inside from shifting and falling out. The number of flats included 
in bundles affected breakage as well. Too many pieces can cause strapping to break, while 
very low numbers of flats included in bundles can cause the strapping material to be 
ineffective. The tension of the straps could be compromised during previous handling, such 
as transportation to the mail processing facility.77 
 
For wrapping material, facility staff described breakage related to the quality of material, 
with thinner materials more likely to break. However, the size and weight of bundles 
mattered as well. Some bundles were wrapped (and strapped) according to DMM-
prescribed standards but were too large and/or heavy for the material to support them. 
Staff at some facilities also commented on large and/or heavy bundles often causing 
breakage of smaller bundles during singulation. Management at a few facilities stated that 

 
77 The DMM includes standards for preparing bundles of flats. The DMM standards relate to physicals dimensions, weight, strapping and 
wrapping materials to use, and their tension, among other things. See DMM § 203, available at https://pe.usps.com/text/dmm300/203.htm. 
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they would have liked DMM bundle preparation standards to include standards for the 
quality of wrapping material. They specified that higher-quality shrink -wrap or polywrap 
would break less easily. 
 
Management at one facility explained that identi fication of improperly strapped and/or 
wrapped bundles at the time of their induction into the network was difficult because 
mailers frequently placed such bundles on the bottom of pallets, or in sacks. However, the 
ÆÁÃÉÌÉÔÙȭÓ ÍÁÎÁÇÅÍÅÎÔ ÐÒÏÖÉÄÅÄ no details on whether improperly strapped and/or 
wrapped bundles would have been accepted if they were identifi ed upon visual inspection 
of mailersȭ shipments. 
 
&ÁÃÉÌÉÔÉÅÓȭ ÍÁÎÁÇÅÍÅÎÔ ÁÄÄÅÄ ÔÈÁÔ, even with correctly used strapping and wrapping 
materials, bundle integrity could be compromised for bundles that were handled and 
transported multiple times prior to arriving at their facilities. Management at one site with 
a high bundle breakage rate explained that their high breakage was only partially related to 
ÔÈÅ ÆÁÃÉÌÉÔÙȭÓ ÕÓÅ ÏÆ 3033 ÅÑÕÉÐÍÅÎÔ ÁÎÄ ÁÔÔÒÉÂÕÔÅÄ ÁÔ ÌÅÁÓÔ ÓÏÍÅ ÏÆ ÔÈÅ ÂÒÅÁËÁÇÅ ÔÏ ÔÈÅ 
amount of previous handling their bundles received. Specifically, prior to coming to the 
facility for sorting to the 5-digit level, bundles were processed to the 3-digit level on 
ÁÎÏÔÈÅÒ ÍÁÉÌ ÐÒÏÃÅÓÓÉÎÇ ÆÁÃÉÌÉÔÙȭÓ !003Ȣ !Ó ÓÕÃÈȟ the mailer transports these bundles to the 
mail processing facility where they enter the postal network (entry facility), whereupon the 
bundles undergo sorting and other handling at the entry facility and subsequent 
transportation to the subject facility for sorting on SPSS equipment. The various handlings 
ÉÎÖÏÌÖÅ ÕÎÌÏÁÄÉÎÇ ÂÕÎÄÌÅÓ ÆÒÏÍ ÍÁÉÌÅÒÓȭ ÔÒÕÃËÓȟ ÍÏÖÉÎÇ ÔÈÅÍ ÔÏ the entry faciliÔÙȭÓ 
processing floor, withstanding the Ȱmore violentȱ singulation process on APPS during 
sortation at the entry facility, loading onto truck for transportation to the subject facility, 
unloading from trucks, and moving to processing floor. 
 
Staff at Postal Service facilities explained that mixed bundles traverse the most facilities 
and receive the most handling before bundles are opened and individual pieces from mixed 
bundles are ready for sortation to destination. This hurts their integrity. Additionally, 
transportation and handling are more likely to weaken the integrity of bundles included in 
sacks, as compared with  bundles secured on pallets. 
 
Additionally, bundle content matters. All facilities confirmed that bundle preparation 
quality is far worse for USPS Marketing Mail bundles than for Periodicals bundles. Co-mail 
bundles were described as most likely to break. 
 
Co-mail bundles combine mailpieces of different types or titles or from different mail 
classes to create a larger bundle.78 Mailers prepare co-mail bundles to qualify for deeper 
discounts associated with worksharing. For example, bundles must contain a minimum 

 
78 Only USPS Marketing Mail, Periodicals, and BPM Flats can be included in bundles and combined in co-mail bundles. First-Class Mail Flats 
cannot be bundled and are included in trays. 
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number of pieces, as prescribed in the DMM, to qualify for workshare discounts.79 If a 
mailer prepares bundles of a single magazine title, they may only have enough pieces per 
bundle to qualify for a 3-digit discount. However, if the mailer combines the magazines 
with department store catalogues with the same destinations, they may have a sufficient 
number of pieces to create 5-digit bundles. Bundles presorted to the 5-digit  level qualify for 
deeper discounts than 3-digit bundles, because the Postal Service avoids the cost of sorting 
from the 3- to 5-digit level, and the associated cost avoided by the Postal Service is 
reflected in the workshare discount. As volumes decline, co-mailing becomes more 
valuable to the mailer. 
 
According to management at Postal Service facilities, co-mail bundles might include flats of 
different dimensions, which sometimes causes the pieces inside the bundles to shift and 
threaten their integrity. Co-mail bundles also tend to be too big and too heavy for their 
strapping and wrapping materials, which makes them more likely to become loose or break 
during transportation, machine processing, or other handling. Some facilities increased 
staffing for certain co-mail shipments that were scheduled to arrive at their sites. 
 
At every P&DC visited, management explained that their goal was to prevent bundle 
breakage during automated bundle processing. To accomplish this goal, employees visually 
assessed bundles for their ability to withstand processing on the type of equipment 
operated at facilities. This visual inspection included assessing the type and quality of 
wrapping and strapping material; whether any pieces were shifting inside bundles; and the 
ÂÕÎÄÌÅÓȭ size, weight, and content. Management described their employees as very 
experienced in recognizing bundles that are likely to break and that should accordingly 
bypass machine processing. Staff at the facilit ies ÒÅÆÅÒÒÅÄ ÔÏ ÔÈÅÍ ÁÓ ȰÌÏÏÓÅ ÂÕÎÄÌÅÓȢȱ 
 
The equipment operated at the sites mattered when employees made these determinations 
for individual bundles. For example, the APPS has a side feeder, which can be used to feed 
bundles to the conveyor belt manually. Manually feeding bundles deemed likely to break 
during singulation on the APPS can minimize the number of bundles bypassing automated 
sorting and increase the number of bundles finalized on the APPS. However, it is not clear 
whether all facilities with APPS used the option to manually feed bundles consistently. 
  

 
79 For standards applicable to co-mail bundles, see DMM section 705.15.0, available at 
https://pe.usps.com/text/DMM300/705.htm#ep1420438. 
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Picture III-4 
Bundle That Bypassed Sorting on APPS Because It Was Strapped with Rubber Bands 

 

 
 
Having loose bundles bypass sorting on automated equipment might represent an 
inefficiency, because loose bundles are treated as broken bundles. In other words, loose 
bundles are opened, their pieces are mixed with flats from broken bundles and the 
constituent flats are manually prepared for individual processing. However, the extent of 
any inefficiency depends on how likely bundles bypassing machines are to break. For 
example, for bundles almost certain to break, the bundles would likely receive inefficient 
manual processing regardless. On the other hand, for bundles with only a 50 percent 
chance of breaking, bypassing machine sortation would impose inefficient manual handling 
for bundles that had a 50 percent chance of being finalized on automated equipment. Even 
so, allowing likely-to-break bundles to bypass automated processing may avoid other 
inefficiencies from the disruption that their breakage would cause in the processing of 
other bundles. 
 
Another group of bundles treated as broken and loose bundles are Ȱreject bundles.ȱ These 
bundles cannot be finalized on bundle sorting equipment because of some irregularity.  For 
example, Postal Service facilities management discussed bundles that are too heavy as 
being frequently rejected by the equipment. Additionally, management frequently 
ÍÅÎÔÉÏÎÅÄ ÔÈÁÔ ÆÌÁÓÈ ÆÒÏÍ ÔÈÅ ÍÁÃÈÉÎÅȭÓ ÓÃÁÎÎÅÒÓ ÃÁÕÓÅs glare for shrink-wrapped 
bundles. As a result, the scanners cannot read ÔÈÅ ÂÕÎÄÌÅÓȭ address labels or barcodes, and 
the bundles are rejected by the equipment. 
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Picture III-5 
Containers with Bundles Rejected from APPS (on the Left) and wƛǘƘ άNo-RŜŀŘέ Rejects From 

ADUS (on the Right) 
 

      
 
Every visited facility employed the practice of having bundles bypass machine processing 
to prevent breakage. Commission staff asked the Postal Service to provide separate data for 
the number of bundles that broke during sorting on bundle sorters, number of bundles that 
broke prior to machine processing, the number of bundles that were rejected by the 
equipment during processing, and the number of bundles that bypassed machine 
processing because they were deemed likely to break.80 The Postal Service responded that 
it only tracked bundles that broke during machine processing, since they were the only 
bundles that received machine scans. As noted above, the Postal Service does not track 
bundles that break before they could be processed on bundle sorters, or bundles that 
bypass the equipment.81 
 
This suggests that the reported bundle breakage rates underestimate true bundle 
breakage. 

b. Productivity of Flats Sorting on Automated Equipment 

As Commission staff observed, one of the major differences between AFSM and FSS 
equipment was how deeply into the network each machine could sort to when preparing 
flats for the final delivery. A 3-digit sort prepares mail to a mail processing facility, a 5-digit 
sort prepares mail to a DDU, a carrier route sort prepares mail to the actual delivery route, 

 
80 Responses of the United States Postal Service to Questions 1-т ƻŦ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ пΣ January 13, 2023, questions 4, 5 
(Response to CHIR No. 4). 

81 Response to CHIR No. 4, questions 4.b., 5.d., 7.c.-d. See Responses of the United States Postal Service to Question 1-р ŀƴŘ ф ƻŦ /ƘŀƛǊƳŀƴΩǎ 
Information Request No. 5, January 13, 2023, questions 1.a.-d., f.-g. (January 13 Response to CHIR No. 5). 
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and DPS prepares the mail to the specific address level. Postal Service facility staff 
explained that the !&3-ȭÓ finest sort level is carrier route. The &33ȭÓ finest level is DPS. 
 

Figure III-6 
Levels of Sorting Specificity 

 

 
 
Flats sorted to carrier route must be manually placed by mail carriers into the order in 
which they are delivered along the carrier route. Each delivery route has an assigned case 
that has the sequence of individual delivery points in slots on the case. Flats sorted to DPS 
require no such additional in-office sequencing, but carriers still  must merge them with the 
manually cased flats in order for the entire set of flats to be delivered in sequence. The 
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techniques for merging these two types of flats will vary depending upon whether they 
destinate on city or rural delivery routes, as well as upon the type of delivery route.82 
 
The labor productivity of automated mail processing operations, defined as mailpieces 
processed per employee workhour, increases when the automated sortation systems are 
used effectively. Staffing levels for AFSM and FSS equipment are defined. When these 
staffing levels are adhered to, and they typically are, the effort to achieve productivity 
targets is focused upon achieving equipment throughput targets. Throughput targets are 
best achieved through a combination of efforts to properly prepare the flats for induction 
to the processing equipment, methods used to feed pieces to the equipment, and efforts to 
ensure the timely and proper removal of flats once they are sorted. Jams within the 
automated sortation are inevitable. Minimizing jams and ensuring timely clearance of jams 
also leads to improved throughput. Proper maintenance of the equipment is essential to 
attaining and maintaining high operational throughput. 
 
The Postal Service has attributed productivity declines for both machines generally to 
significant declines in flats volumes.83 The Postal Service also indicated that some of the 
AFSM productivity declines could be attributed to the deployment of FSS operations. Id. 
In April 2021, the Postal Service announced that due to declining flats volumes, it would 
ÓÔÁÒÔ ÒÅÍÏÖÉÎÇ ȰÕÎÎÅÃÅÓÓÁÒÙȱ ÆÌÁÔÓ ÅÑÕÉÐÍÅÎÔȢ84 Commission staff observed FSS operations 
at four mail processing sites and AFSM operations at seven sites. Through these visits, 
Commission staff aimed to understand the impacts that flats volume declines and FSS 
equipment deployment might have had on automated flats processing productivity, as well 
as to gather insights that would help inform the expected impact that the removal of 
unnecessary flats equipment might have on automated flats processing productivity.85 

(1)  FSS Processing 

Some mail processing facilities adjusted to declines in flats volume by running their FSS 
machines fewer days each week.86 This way, on days when flats volumes were higher, 
machine capacity was better used. Better use of FSS capacity meant more flats processed 
per employee workhour, than the hourly rate achieved on low-volume days. By avoiding 
sorting flats on low-volume days, facilities were better able to maintain their FSS 
productivity level s. 

 
82 For more information on the methods commonly used for casing and preparing mail for delivery on city carrier routes, see United States 
Postal Service, Handbook M-41, City Delivery Carriers Duties and Responsibilities, June 2019, at 20-24. For more information on the methods 
used for casing mail for delivery on rural carrier routes, see United States Postal Service, Handbook PO-603, Rural Carrier Duties and 
Responsibilities, September 2013, at 36-37. 

83 See, e.g., Docket No. ACR2014, Responses of the United States Postal Service to Questions 1-6, 8, 10, 12-13 and 15-22 of ChairmanΩǎ 
Information Request No. 2, January 23, 2015, question 8.e. (Docket No. ACR2014, Response to CHIR No. 2). 

84 See Docket No. ACR2021, Library Reference USPS-FY21-45, ŦƻƭŘŜǊ άwǳƭŜ олрлΦрл όf) Operational Changes ReportΣέ PDF file άFY21 Paragraph (f) 
Report.pdf,έ at 4-5. See also United States Postal Service, Office of Inspector General, Report No. 21-240-R22, Transfer of Mail Processing 
Operations from Selected Facilities, May 4, 2022, at 3, available at https://www.uspsoig.gov/sites/default/files/reports/2023-01/21-240-
R22.pdf (OIG Report No. 21-240-R22). 

85 For two mail processing sites, FSS machines were removed shortly before the facility visits. 

86 At most of the visited facilities, management described running their FSS equipment 7 days a week at the time FSS was deployed. By the end 
of 2022, FSS equipment was operated between 2 and 7 days a week at sites that the Commission staff visited. 
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Postal Service mail processing staff explained that flats were not fed to FSS continuously, as 
they were prepared for induction to the machine. Instead, when all pieces for respective 
sort plans were ready, they were fed to the machine at once and the machine run started. 
This had a positive impact on FSS productivity. 
 

Picture III-6 
Flats in Trays Compatible with FSS Are Gathered for Sorting on FSS Equipment 

 

 
 
Many facilities also described upgrading USPS Marketing Mail flats that were not 
committed for a given day (that is, due to be sorted that day), and combining them with 
committed volumes, such as Periodicals. In this way, facilities were able to increase the 
number of flats sorted per machine run. At only one facility that Commission staff visited, 
an NDC, the manager reported that mail from different mail classes was never combined in 
any sortation or allied activities. 
 
The operational expert with whom the Commission collaborated noted that combining 
different mail classes in incoming sort plans has long been a standard procedure used by 
mail processing facilities. First-Class Mail and Periodicals mailpieces have been combined 
with USPS Marketing Mail pieces based on the color-coding chart provided in Figure III -7.87 
There is a national color code policy for USPS Marketing Mailȟ ×ÈÉÃÈ ÉÓ ȰÐÒÏÃÅÓÓÅÄ ÉÎ 
sequence according to the color code commitment, with the oldest mail processed first. 
Delayed mail received from upstream facilities or operations should be queued to be 
processed in front of [USPS Marketing Mail] with a later commitment.ȱ88 
  

 
87 The color-coded chart shown in Figure III-7 was provided to Commission staff during a trial visit of P&DC 1. ά{ǘŀƴŘŀǊŘ aŀƛƭέ ƛǎ ŀƴ ŀǊŎƘŀƛŎ ǘŜǊƳ 
for USPS Marketing Mail. 

88 Docket No. N2014-1, Library Reference USPS-LR-N2014-1/16, Manual Responsive to PR/USPS-T1-14, January 24, 2014, at 2. 
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Figure III-7 
USPS Marketing Mail Color Codes 

 

 
 
Figure III -7 indicates days of the week that USPS Marketing Mail pieces must be processed 
and dispatched to DDUs, based on the days of the week that they are received at mail 
processing sites. As described above, however, a facility might upgrade non-committed 
USPS Marketing Mail flats received on a Monday for Tuesday or Wednesday dispatch, 
rather than for the Thursday dispatch that the color-coding would direct for 3-day delivery 
mail. 
 
From discussions with management at the FSS sites, Commission staff learned that FSS 
machines have certain features that enable facility staff to minimize the impact of flats 
volume declines on FSS productivity. The process is described below. 
 
Pieces are sorted on FSS machines to DPS according to their sort plans. Staff at Postal 
Service facilities explained that every FSS sort plan includes a unique combination of 5-
digit ZIP Codes, to which pieces sorted to DPS destinate. They clarified that FSS sort plans 
are also referred to as FSS zones, or FSS schemes. FSS sort plan could include up to 30 
thousand delivery points, which could be from several 5-digit ZIP Codes. Staff also 
explained that four or five 5-digit ZIP Codes could be included in a FSS sort plan. 
 
Management at the visited facilities explained that as flats volumes declined, existing sort 
plans could be revised. Sort plan revisions involved eliminating delivery points with low 
flats volumes from them. Management also explained that new sort plans could be created, 
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most frequently by consolidating 5-digit ZIP Codes for several smaller towns in new sort 
plans. 
 
The FSS machine could be run in two different modes, VM4 or VM2. In VM4 mode, flats for 
only one sort plan could be sorted in one FSS machine run. In VM2 mode, flats for two sort 
plans could be combined and sorted in one FSS machine run. 
 

Picture III-7 
A Sign That Identifies Sort Plans to Combine in Visited FŀŎƛƭƛǘȅΩǎ C{{ Run in VM2 Mode 

 

 
 
For sort plans with high flats volumes, such as those with ZIP Codes in highly populated 
urban areas, volumes were sufficiently high to run such sort plans separately, in VM4 
mode, without reducing FSS productivity. For low-volume sort plans, such as those with 
ZIP Codes for smaller towns, staff at facilities explained that they combined two such sort 
plans in one machine run, with FSS operated in VM2 mode. 
 
By combining sort plans, facilities were able to sort volumes for up to 60,000 delivery 
points in one machine run. Essentially, VM2 mode enabled facilities to expand the number 
of delivery points and thus to increase flats volumes processed in a machine run. This way, 
facilities could mitigate the negative impact of declining flats volumes on FSS productivity 
to some extent. Every facility that operated FSS equipment partially or fully switched to 
running FSS in VM2 mode due to declining flats volumes. 
 
The manager at a mail processing site with high FSS productivity described the importance 
of creating optimal sort plans, which would enable optimal FSS operation in VM2 mode, 
and in turn, maximize FSS productivity. The manager explained that when sort plans were 
revised, flats volumes associated with eliminated delivery points should be minimized. 
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When flats are sorted on FSS, they pass through the machine twice. During the first pass, 
pieces are sorted from a 5-digit level to delivery point groups.89 At the end of the first pass, 
the FSS automatically re-inducts grouped flats back into the machine for a second pass. At 
the end of the second pass, flats are sorted to DPS. 
 
Creating optimal sort plans, which would ensure optimal FSS operation, is important to 
maximize the number of flats finalized on FSS to DPS and to ensure efficient processing of 
flats that qualified for the deepest discounts on the premise that they do not need manual 
casing. However, management at the facility with high FSS productivity added that the 
ÆÁÃÉÌÉÔÙȭÓ ÏÐÔÉÍÁÌ &33 ÏÐÅÒÁÔÉÏÎÓ ÁÎÄ ÈÉÇÈ ÐÒÏÄÕÃÔÉÖÉty could not be attained without 
continuous staff support and training, and that retaining trained staff was also critical to 
ensure continued efficient operations. 
 
As a very important factor in FSS productivity, facility staff described proper preparation of 
flats before inducting them into the machine so that machine jams were reduced. It was 
also important to feed the right volume into the machine, because both over- and under-
feeding the machine was not optimal. Striking this balance requires proper staff training 
continuously. Management at one P&DC described higher FSS reject rates on days when 
inexperienced or poorly trained staff prepared mail for FSS processing. 
 
Proper mail preparation, correct feeding of volume into the machine, and regular 
maintenance were particularly important because facilities reported a shortage of staff 
trained to fix FSS breakdowns. Management at one mail processing site described everyday 
machine breakdowns, sometimes lasting an entire day. This occurred despite the fact that 
this facility (and every visited facility) reported performing 4 hours of daily routine 
maintenance for its FSS equipment. 
 
Machine breakdowns halt FSS operations and impact all interdependent operations. For 
example, staff was idle during FSS breakdowns but were not moved to other operations 
that may have been understaffed because the expectation was that repairs would not take 
long, and the staff needed to be ready to operate the machine when it was fixed. 
Breakdowns can also result in pieces not being finalized on FSS to DPS, which increased the 
need to manually case flats by the $$5Óȭ ÃÁÒÒÉÅÒÓȢ !Ó ÎÏÔÅÄ ÁÂÏÖÅȟ ÍÁÎÕÁÌ ÃÁÓÉÎÇ ÆÏÒ ÐÉÅÃÅÓ 
that qualified for the deepest discounts, based on expected sortation to DPS on automated 
equipment, represented inefficient operation. 

(2)  AFSM Processing 

Flats that destinate in the service area of a mail processing facility must be sorted to at least 
the 5-digit ZIP Code level before they are dispatched to DDUs.90 The different sorting that 

 
89 For example, άŀ first delivery point group compris[es] a first delivery point on a first carrier route and a first delivery point on a second carrier 
routeΦέ United States Patent Application Publication, Pub. No. US 2005/0218046 A1, October 6, 2005, at 1 (United States Patent Application 
Publication, Pub. No. US 2005/0218046 A1), available at 
https://patentimages.storage.googleapis.com/14/47/30/dc187c1f164899/US20050218046A1.pdf. 

90 Flats that require manual sorting, are sorted to 5-digit ZIP Code level at mail processing facilities, i.e., the minimum level required for dispatch 
to DDUs. 
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destinating flats receive on the AFSM is referred to as an ȰÉÎÃÏÍÉÎÇ ÓÏÒÔȢȱ Flats that 
ÄÅÓÔÉÎÁÔÅ ÉÎ ÁÎÏÔÈÅÒ ÍÁÉÌ ÐÒÏÃÅÓÓÉÎÇ ÆÁÃÉÌÉÔÙȭÓ ÓÅÒÖÉÃÅ ÁÒÅÁ ÁÒÅ ÓÏÒÔÅÄ ÁÔ ÍÁÉÌ ÐÒÏÃÅÓÓÉÎÇ 
facilities to the 3-digit ZIP Codes associated with their destination mail processing facilities, 
×ÈÉÃÈ ÉÓ ÒÅÆÅÒÒÅÄ ÔÏ ÁÓ ȰÏÕÔÇÏÉÎÇ ÓÏÒÔÓȢȱ During the facility visits, Commission staff 
gathered the following information, which might at least partly explain the low 
productivity of sorting flats on the AFSM equipment. 
 
Ability to scale AFSM operations in response to flats volume declines. Every facility that 
Commission staff visited had at least two AFSM machines. It appeared that management 
did not have the flexibility to operate the AFSM on high volume days only, as it did with the 
FSS. On the contrary, AFSM machines were running continuously during the day, except for 
4 hours of daily maintenance that each machine received.91 
 
This was because of the greater variety of sorting jobs that AFSM machines performed 
compared to FSS machines. While the FSS was designed to sort only destinating flats from 
5-digit to DPS, AFSM sorts outgoing flats to the 3-digit  level and incoming flats to the 5-digit 
and carrier route levels. 
 
Flats of all types are Ȱstagedȟȱ and flats within the USPS Marketing Mail class are color-
coded in accordance with their service commitment. See Figure III -7. Thus, First-Class Mail 
Flats, Periodicals, and USPS Marketing Mail flats due for delivery were all combined and 
run together on the same program.92 However, almost every site described combining 
USPS Marketing Mail flats that were not committed for the day with Periodicals and First-
Class Mail Flats, to increase volumes sorted in their AFSM sort plans, and to improve 
overall AFSM productivity. This was consistent with the efforts the management at visited 
sites described making to improve capacity utilization  and employee workhour 
productivity  in FSS operations. 
 
Impact of FSS operations on AFSM productivity. At facilities that served FSS zones, 
management noted that deployment of FSS negatively affected AFSM productivity. The 
reason was that when FSS-zone-ÄÅÓÔÉÎÅÄ ÆÌÁÔÓ ×ÅÒÅ ÄÉÖÅÒÔÅÄ ÆÒÏÍ !&3-ȭÓ ÆÉÎÅÓÔ ÓÏÒÔÓ 
(incoming sorts to carrier route), the respective sorts were not eliminated from the list of 
jobs that AFSM machines performed. According to staff at facilities and the #ÏÍÍÉÓÓÉÏÎȭÓ 
operational expert, the Postal Service standard operating procedures dictated that FSS 
rejects destinating to the zones with mult iple ZIP Codes had to be re-run on AFSM to the 
extent possible before dispatching them to DDUs.93 As such, even though volumes were 
diverted from AFSM to FSS, AFSM continued to process flats pieces for the ZIP Codes 
included in FSS zones. How this impacted AFSM productivity is explained in more detail 
below. 

 
91 ¢ƘŜ ƳŀŎƘƛƴŜǎΩ maintenance windows were staggered, so that one machine at a facility would always run. 

92 According to the operational expert retained by the Commission, the practice of combining all types of flats into single processing operations 
started when the first nationwide mechanical flats sorters were deployed in the 1980s. 

93 See United States Postal Service, Office of Inspector General, Report No. 21-131-R21, Manual Mail Processing Efficiency, September 21, 2021, 
at 12, available at https://www.uspsoig.gov/sites/default/files/reports/2023-01/21-131-R21.pdf (OIG Report No. 21-131-R21). 
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As explained in Section III .B.4.b.i., several 5-digit ZIP Codes can be included in one FSS sort 
plan. Moreover, FSS allows combining two sort plans in one machine run, further 
increasing the number of 5-digit ZIP Codes sorted on FSS in VM2 mode. All pieces, whether 
for one or two sort plans, were fed into FSS and sorted at the same time, in one machine 
run. As more 5-digit ZIP Codes have been added to FSS zones in response to flats volume 
declines (see Section III .B.4.b.i.), an increasing number of AFSM sort jobs processed FSS 
rejects only instead of all destinating flats volumes. The negative impact on AFSM 
productivity stems from the increased number of AFSM sort plans that were processing 
FSS reject volumes. 
 
Discussions with facilities management revealed that FSS rejects that could be re-run on 
AFSM were limited. First, Commission staff learned that only rejects from the first pass on 
FSS can be re-run on AFSM. This is because during the first pass on FSS, pieces are sorted to 
groups of delivery points, which more or less resemble groups of delivery points pertaining 
to carrier routes. Such grouped rejects can be aggregated back to individual 5-digit ZIP 
Codes and re-ÒÕÎ ÏÎ !&3-ȭÓ ÉÎÃÏÍÉÎÇ ÓÏÒÔ ÔÏ the carrier route level. However, since rejects 
from the second pass of the FSS machine runs were output from the sequencing process, 
reassembling pieces to 5-digit  ZIP Codes for induction to AFSM would require substantially 
more manual labor. As such, staff at facilities explained that second pass rejects cannot be 
re-run on AFSM and are dispatched directly to DDUs. 
 
Moreover, not all first pass FSS rejects can be re-run on AFSM. Mail processing staff 
explained that FSS machines separated rejects into bins based on the reason that the 
ÍÁÃÈÉÎÅ ÒÅÊÅÃÔÅÄ ÔÈÅÍȡ ɉρɊ ȰÏÕÔ-of-ÓÏÒÔȱ ÒÅÊÅÃÔÓȟ ÆÏÒ ÆÌÁÔÓ ÄÅÓÔÉÎÁÔÉÎÇ ÔÏ ÄÅÌÉÖÅÒÙ ÐÏÉÎÔÓ ÔÈÁÔ 
were not included in FSS sort plans run on a machine;94 ɉςɊ ȰÎÏ-ÒÅÁÄȱ ÒÅÊÅÃÔÓȟ ÆÏÒ ÆÌÁÔÓ ×ÉÔÈ 
address labels or barcodes that the machine could not read;95 and (3) mechanical rejects, 
related to issues with mailpiece dimensions or flexibility.96 Commission staff also observed 
facility staff handling individual pieces that got jammed in the machine or that fell out 
during processing. 
  

 
94 It is not clear whether sort plan revisions that involved removing low-volume delivery points from existing sort plans may have contributed to 
out-of-sort reject volumes. 

95 Causes of such rejects included issues with ink when barcodes were printed, or no address labels/barcodes printed/attached to cover pages 
of individual catalogues, and missing cover pages where address labels/barcodes were attached. Facility staff described the last example as 
occurring frequently and related to mailers using thin paper, which rips off easily when flats sorting equipment handles pieces. 

96 DMM includes criteria for physical standards that flats mailpiece must meet, such as minimum and maximum length, height, and thickness, 
ability to bend, uniform thickness (i.e., no bumps or protrusions). See DMM §§ 201.4, 201.6. 
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Picture III-8 
Examples of FSS Machine Rejects 

 

      
(Left: Bin with pieces that fell out or got jammed ŘǳǊƛƴƎ C{{ ƳŀŎƘƛƴŜ ǊǳƴΦ wƛƎƘǘΥ άbƻ-ǊŜŀŘέ ǊŜƧŜŎǘǎ ŦǊƻƳ C{{ύ 

 
/Æ ÔÈÅ &33 ÒÅÊÅÃÔÓȟ ȰÎÏ-ÒÅÁÄȱ ÒÅÊÅÃÔÓ cannot be re-run on an AFSM because, like FSS, the 
AFSM cannot read their address labels. Mechanical rejects can be related to an issue with 
mailpiece flexibility, e.g., when a lotion sample inserted in a catalogue prevented sufficient 
bending and FSS rejected it. Mechanical rejects can also be related to paper quality. Staff 
ÆÒÅÑÕÅÎÔÌÙ ÄÅÓÃÒÉÂÅÄ !&3- ÁÓ ȰÍÏÒÅ ÆÏÒÇÉÖÉÎÇȱ ÔÈÁÎ &33Ȣ &ÏÒ ÅØÁÍÐÌÅȟ ÓÏÍÅ ÃÁÔÁÌÏÇÕÅÓ 
printed on thin paper are rejected by FSS but are acceptable to AFSM. On the other hand, 
inflexible catalogues might be unacceptable for both machines. As such, the specific 
mailpiece irregularity would determine which FSS rejects could be re-run on AFSM and 
which could not. !Ó ÆÏÒ ȰÏÕÔ-of-ÓÏÒÔȱ ÒÅÊÅÃÔÓȟ ÎÏ ÍÁÉÌÐÉÅÃÅ ÉÒÒÅÇÕÌÁÒÉÔÙ is involved; as such, 
these would be acceptable for AFSM machine processing. 
 
The nuances described above suggest that, as the number of AFSM sort jobs did not change, 
volumes for individual sort jobs may have been increasingly difficult to project, especially 
for those sort jobs maintained for FSS rejects. 
 
Facility staff described that when FSS reject volumes are low, such as those shown in 
Picture III -8, on the left, staff do not re-run them on AFSM and instead dispatched them to 
DDUs for manual sorting to carrier routes. Facility staff also described high- and low-
productivity AFSM sort plans for FSS rejects, suggesting ÈÉÇÈ ÁÎÄ ÌÏ× ȰÓÕÐÐÌÙȱ ÏÆ &33 ÒÅÊÅÃÔ 
volumes. 
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The negative impact on AFSM productivity stems not only from potentially low FSS reject 
volumes for some sort plans, but also from the time that it takes to set up and take down a 
sort plan on AFSM. At one site, the manager described that it took about 25 minutes to set 
up a sort plan and about 35 minutes to take one down. No pieces were sorted while 
employee workhours accrued during sort plan set up and clean up. The manager gave an 
example of an AFSM sort plan with only 2,000-3,000 FSS rejects, which took about 15 
minutes to process on AFSM. Of the 75 minutes (25 minutes for set up + 15 minutes for 
sorting + 35 minutes for take down), during which several employees operated AFSM, only 
15 minutes (i.e., one-fifÔÈɊ ÃÏÎÓÔÉÔÕÔÅÄ ȰÐÒÏÄÕÃÔÉÖÅ ÔÉÍÅȢȱ !Ó ÓÕÃÈȟ ÔÈÅ ÍÏÒÅ such sort plans 
that a facility runs, the more that FSS deployment harms its overall AFSM productivity. 
Moreover, the unpredictability of FSS reject volumes makes planning operations, including 
setting up operating windows for the different sort plans, difficult for sites that serve FSS 
zones. 
 
Impact of bundle breakage on AFSM productivity. While FSS deployment impacted volumes 
ÉÎ !&3-ȭÓ ÉÎÃÏÍÉÎÇ ÓÏÒÔÓ ÔÏ ÃÁÒÒÉÅÒ route, bundle breakage impacted volumes sorted in 
!&3-ȭÓ ÏÔÈÅÒ ÓÏÒÔÓ, outgoing sorts to the 3-digit level and incoming sorts to the 5-digit 
level. The difference is that FSS operations cause volumes to divert from AFSM, while 
bundle breakage increases flats volumes that need processing on AFSM. 
 
In general, staff at visited sites explained that mixed flats from broken, loose, and reject 
bundles (loose flats) are manually sorted to the 3-digit ZIP Code level. Discussions with 
management also suggested that the facilities treat loose flats as Managed Mail Program 
(MMP) flats. 
 

Picture III-9 
An Example of Flats Processing Flow Chart 

 

 




















































































































































































































































































































